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661, COMMENT PERIOD EXPIRES 
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SECURITIES ACT OF 1933 





Securities Act of 1933 
Release No. 5908/February 28, 1978 


Securities Exchange Act of 1934 
Release No. 14508/February 28, 1978 


FOREIGN PRIVATE ISSUERS 
AGENCY: Securities and Exchange Commission. 


ACTION: Extension of comment period on proposed 
rules, forms and guidelines. 


SUMMARY: The Securities and Exchange Com- 
mission today announced extension of the period of 
comment on its solicitation of public views concerning 
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proposals to adopt or amend certain rules, forms and 
guidelines relating to disclosure by certain foreign 
private issuers of securities (Release No. 33-5880, 
November 2, 1977 42 FR 58676, November 10, 1977 ; 
34-14128, November 2, 1977 42 FR 58684, November 
10, 1977 ). The period for submitting comments on 
these proposals was due to have expired on February 
28, 1978. However, the Commission has received 
requests for additonal time within which to prepare 
and submit comments thereun. Accordingly, the 
comment period has been extended to April 30, 1978. 


DATES: Comments should be submitted on or before 
April 30, 1978. 


ADDRESS: Comments should refer to Files S7-661 
and S7-726 and should be submitted in triplicate to 
George A. Fitzsimmons, Secretary, Securities and Ex- 
change Commission, 500 North Capitol Street, 
Washington, D.C. 20549. All comments will be 
available for public inspection. 


FOR FURTHER INFORMATION CONTACT: Carl T. 
Bodolus (202-755-1505) or Charles L. Evans 
(202-755-1802), Office of International Corporate 
Finance, Division of Corporation Finance, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. 


By the Commission. 


George A. Fitzimmons 
Secretary 





Securities Act of 1933 
Release No. 5909/ March 2, 1978 


Securities Exchange Act of 1934 
Release No. 14520/March 2, 1978 


EXAMINATION OF THE EFFECTS OF RULES AND 
REGULATIONS ON THE ABILITY OF SMALL 
BUSINESSES TO RAISE CAPITAL AND THE 
IMPACT ON SMALL BUSINESSES OF DISCLOSURE 
REQUIREMENTS UNDER THE SECURITIES ACTS 


AGENCY: Securities and Exchange Commission. 


ACTION: Publication of the dates and locations for 
hearings. 
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SUMMARY: In Securities Act Release No. 5889 (De- 
cember 14, 1977), (42 FR 64163), the Commission an- 
nounced that it would hold public hearings concerning 
the effects of its rules and regulations on the ability of 
small businesses to raise capital and the impact on 
small businesses of the disclosure requirements under 
the securities acts. The Commission today announced 
that the hearings will commence on April 11, 1978 in 
Washington, D.C.; and in the Commission’s regional 
offices on April 18, 1978, in Los Angeles, California; 
on April 25, 1978 in Denver, Colorado; on May 2, 1978 
in Atlanta, Georgia; on May 9, 1978 in Chicago, 
Illinois; and on May 16, 1978 in Boston, Massa- 
chusetts. In the very near future, the Commission will 
issue a release listing the issues to be considered at 
the hearings. 


FOR FURTHER INFORMATION CONTACT; _ Speci- 
fic times and room locations for the hearings will be 
determined later and may be obtained by phoning or 
writing Paul A. Belvin or John A. Granda, Office of 
Disclosure Policy and Proceedings, Division of Cor- 
poration Policy and Proceedings, Division of Corpora- 
tion Finance, Securities and Exchange Commission, 
Washington, D.C. 20549 (202) 755-1750 or (202) 
376-8090); or the following persons located at the 
Commission’s Regional Offices; James W. Mercer, 
10960 Wilshire Boulevard, Suite 1710, Los Angeles, 
California 90024, (213) 984-0011; William J. Klein, 
Two Park Central, Room 640, 1515 Arapahoe Street, 
Denver, Colorado 80202, (303) 327-2071; Everett Leo 
Mast, 1375 Peachtree Street, N. E. Suite 788, Atlanta, 
Georgia 30309, (404) 257-4844; Dennis B. O’Boyle, 
Everett McKinley Dirksen Building, 219 South 
Dearborn Street, Room 1204, Chicago, Illinois 60604, 
(312) 353-3378; Katherine W. Keane, 150 Causeway 
Street, Boston, Massachusetts 02114, (617) 223-2721. 


By the Commission. 


March 2, 1978 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14500/ February 24, 1978 


In the Matter of 





AMERICAN STOCK EXCHANGE’ INC. 
86 Trinity Place 
New York, New York: 10006 


(Sr-Amex-77-40) 
ORDER APPROVING PROPOSED RULE CHANGE 


On January 3, 1978, the American Stock Exchange, 
Inc. (‘““AMEX?’’) filed with the Commission, pursuant 
to Section 19(b) of the Securities Exchange Act of 1934 
(the ‘‘Act’’), and Rule 19b-4 thereunder, copies of a 
proposed rule change to amend paragraph (c)(vii) of 
Amex Rule 5, which specifies the circumstances under 
which an Amex member, acting as principal, may 
effect transactions over-the-counter in equity securi- 
ties admitted to dealings on that exchange. The pro- 
posed amendment expands the current exemption set 
forth in Rule 5(c)(vii) to include stocks in which the 
Amex has halted trading for more than thirty (30) 
days. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release (Secu- 
rities Exchange Act Release No. 14386, (January 17, 
1978)) and by publication in the Federal Register (43 
FR 3449 (January 25, 1978)). All written statements 
with respect to the proposed rule change which were 
filed with the Commission and all written communica- 
tions relating to the proposed rule change between the 
Commission and any person were made available to 
the public at the Commission’s Public Reference Room 
(File No. SR-Amex-77-40). 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the 
requirements of Section 6 and the rules and regu- 
lations thereunder. 


The Amex proposal creates an additional exemption to 
the exchange’s restrictions on off-board principal 
transactions with respect to any equity security 
admitted to dealings thereon, and as to which the ex- 
change has halted trading in excess of thirty (30) days. 
Consequently Amex members may now compete with 
non-members in making markets, over-the-counter, in 
such issues. In view of this potential enhancement of 
competition with respect to market-making in certain 
Amex-listed issues, the Commission finds good cause 
for approving the instant proposed rule change prior to 
the thirtieth day after date of publication of notice of 
filing thereof. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14501/February 24, 1978 


NOTICE OF FILING AND EFFECTIVENESS OF PRO- 
POSED RULE CHANGE BY CHICAGO BOARD OP- 
TIONS EXCHANGE* INCORPORATED 


File No. SR-CBOE-78-3 


The Chicago Board Options Exchange, Incorporated 
(‘‘CBOE’’) submitted on February 16, 1978, a pro- 
posed rule change under Rule 19b-4 which consists of 
a revised Terminal Order Formats Manual which 
supersedes the version of that manual which was 
previously filed with the Commission. The manual 
prescribes the procedure for the uniform manner in 
which orders for and reports of options transactions 
are handled by CBOE members and their personnel 
over telecommunications. 


The foregoing rule change has become effective, pur- 
suant to Section 19(b)(3)(A) of the Securities Exchange 
Act of 1934. At any time within sixty days of the filing 
of such proposed rule change, the Commission may 
summarily abrogate such rule change if it appears to 
the Commission that such action is necessary or 
appropriate in the public interest, for the protection of 
investors, or otherwise in furtherance of the purposes 
of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of February 
26. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-CBOE-78-3. 
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Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14502/February 24, 1978 


NOTICE OF FILING AND EFFECTIVENESS OF PRO- 
POSED RULE CHANGE BY CHICAGO BOARD 
OPTIONS EXCHANGE, INCORPORATED 


File No. SR-CBOE-78-1 


The Chicago Board Options Exchange, Incorporated 
(‘‘CBOE’’) submitted on January 23, 1978, a proposed 
rule change under Rule 19b-4 to amend the Inter- 
pretations and Policies of Rule 6.1. This amendment 
is to make it clear that, except under unusual con- 
ditions as may be determined by the CBOE Board, 
CBOE’s business hours will correspond to the normal 
business hours of the primary market listing the stocks 
underlying CBOE options. 


The foregoing rule change has become effective pur- 
suant to Section 19(b)(3)(A) of the Securities Exchange 
Act of 1934. At any time within sixty days of the filing 
of such proposed rule change, the Commission may 
summarily abrogate such rule change if it appears to 
the Commission that such action is necessary or 
appropriate in the public interest, for the protection of 
investors, or otherwise in furtherance of the purposes 
of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of February 
26, 1978. Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publication 
in the Federal Register. Persons desiring to make 
written submissions should file six copies thereof with 
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the Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-CBOE-78-1. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regu- 
lation purusuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14503/February 27, 1978 


Administrative Proceeding File No. 3-5385 
In the Matter of 
PETER C. REIMAN 


ORDER INSTITUTING PUBLIC PROCEEDINGS AND 
IMPOSING REMEDIAL SANCTIONS 


In connection with proposed administrative proceed- 
ings, PETER C. REIMAN, a former securities 
salesman associated with a registered broker-dealer, 
has submitted an offer of settlement which the Com- 
mission has determined to accept. Solely for the pur- 
pose of these proceedings and any other proceedings 
pursuant to the federal securities laws, and without 
admitting or denying the finding herein, respondent 
PETER C. REIMAN consents to the findings and 
sanctions set forth below. 


Accordingly, IT IS ORDERED that proceedings pur- 
suant to Section 15(b) of the Securities Exchange Act 
be, and they hereby are, instituted. 





On the basis of the order for proceedings and the offer 
of settlement, it is found that PETER C. REIMAN 
wilfully violated and wilfully aided and abetted viola- 
tions of Section 17(a) of the Securities Act of 1933 and 
Sections 7(f), 10(a) and 10(b) of the Securities Ex- 
change Act and Regulation X and Rules 10a-1 and 
10b-5 promulgated thereunder. 


In view of the foregoing facts, it is the public interest 
to impose the sanctions specified in the offer of settie- 
ment. 


Accordingly, IT 1S ORDERED that PETER C. 
REIMAN be, and hereby is, barred from association 
with any broker, dealer, investment company or 
investment advisor. 


IT IS FURTHER ORDERED that, after two years from 
the date of this order, PETER C. REIMAN may apply 
to the Commission to become associated with a broker 
or dealer, investment company or investment advisor 
in a non-supervisory capacity upon a showing that he 
will be adequately supervised. 


George A. Fitzimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14504/ February 27, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY NEW YORK STOCK EXCHANGE* INC. — 


File No. SR-NYSE-78-6 


The New York Stock Exchange, Inc. (‘‘NYSE’’) sub- 
mitted on February 13, 1978, a proposed rule change 
under Ruie 19b-4 to require that each physical access 
annual member ' or lessee of a seat, in additon to net 
capital required by Commission rule, have additonal 
capital in the amount of $25,000 reserved for payment 
to other members in the event of losses arising from 
the closing out of contracts on the NYSE floor. 





Authority for the NYSE to establish physical access 
annual membership is currently pending before the 
Commission in a separate proposed rule change of the 
NYSE (SR-NYSE-77-21). 


Publication of the submission is expected to be made 
in the Federal Register during the week of February 
27, 1978. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine whether 
the proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NYSE-78-6. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the pro- 
posed rule change which are filed with the Com- 
mission, and of all written communications relating to 
the proposed rule change between the Commission 
and any person, other than those which may be with- 
held from the public in accordance with the provisions 
of 5 U.S.C. §552, will be available for inspection and 
copying at the Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing and of any subsequent amendments will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14505 / February 27, 1978 


An order has been issued granting the application 
submitted by the American Stock Exchange, Inc. to 
strike from listing and registration the following 
securities of Hallcraft Homes, Inc.: Common Stock 
(No Par Value) and 5% Convertible Subordinated De- 
bentures, Due 1996 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14506/February 27, 1978 


The Securities and Exchange Commission has issued a 
notice giving interested persons until March 20, 1978 
to request a hearing on an application by California 
Financial Corporation (the ‘‘Applicant’’) pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
for an order exempting the Applicant from the report- 
ing requirements of Section 13 and 15(d) of that Act. 


The Applicant is no longer an operating business 
entity and its activities are confined soley to expedi- 
tious liquidation. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14507/February 28, 1978 


ACCOUNTING SERIES 
Accounting Serles Release No. 243/February 28, 1978 


In the Matter of 


CLIFFORD E. ROOP 
1209 Commerce Street 
Las Vegas, Nevada 


ORDER ACCEPTING RESIGNATION FROM COM- 
MISSION PRACTICE AS AN ACCOUNTANT 


The staff has conducted a non-public investigative pro- 
ceeding to determine if: (a) Clifford E. Roop (‘‘Roop’’) 
of Las Vegas, Nevada, acting in his capacity as a 
certified public accountant, wilfully violated and aided 
and abetted violations of Section 13 of the Securities 
Exchange Act of 1934 and Rule 17 CFR 210.1 et seq. 
thereunder in that the accountant’s report, signed by 
Roop, on the financial statements of Continental 
Dynamics, Ltd. filed with the Commission and dis- 
seminated to the public, is materially false and mis- 
leading in that: 


A. an examination of the aforementioned 
financial statements was not made in ac- 
cordance with generally accepted auditing 
standards as stated in the scope paragraph 
of the report; 
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B. the opinion included in the report is 
deficient in that it does not state (1) the 
accounting principles reflected in the finan- 
cials, and (2) the consistency of the appli- 
cation of the accounting principles, or the 
change in such principles which had a 
material effect on the financial statements; 
and 


C. The opinion is misleading in that it is 
neither qualified nor is it adverse with re- 
spect to the presentation of material items 
and the omission of a required statement at 
variance with generally accepted account- 
ing principles. 


Roop, without admitting or denying any lack of 
adherence to generally accepted auditing standards, 
has tendered to the Commission his resignation, in 
which he agrees that he will not appear or practice be- 
fore the Commission in the future. The Commission 
had determined that in these circumstances no further 
action’ is necessary, and that such disposition of the 
matter is not inconsistent with the public interest. 


Accordingly, IT 1S ORDERED that Clifford E. Roop’s 
resignation from appearance and practice before the 
Commission be and it is hereby accepted. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14508/February 28, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5908/February 28, 1978 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 14509/February 28, 1978 


An order has been issued granting the application 
submitted by the American Stock Exchange, Inc. to 
strike from listing and registration the Common Stock 
(Par Value 10€) of Coit International, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14510/February 28, 1978 


An order has been issued granting the application 
submitted by the New York Stock Exchange, Inc. to 
strike from listing and registration the following 
Securities of Guardian Mortgage Investors: Shares of 
Beneficial Interest and 7%2% Senior Subordinated 
Notes, Due 12/1/79. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14511/February 28, 1978 


Administrative, Proceeding File No. 3-5381 


In the Matter of 


LAKE SHORE FINANCIAL CORPORATION 
File No. 81-306 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until March 24, 1978, 
to request a hearing on an application by Detroitbank 
Corporation (‘‘Detroitbank’’) on behalf of Lake Shore 
Financial Corporation, pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, for an order 
exempting the Applicant from the provisions of Sec- 
tions 12(g), 13 and 15(d) of that Act. 


The applicant, a bank-holding company, was incor- 
porated under the laws of the State of Delaware in 


1972. On November 30, 1977, pursuant to an Agree- 
ment and Plan of Merger dated March 31, 1977, the 
Applicant was merged with a wholly-owned subsidiary 
of Detroitbank. As a result of the merger, the 
Applicant’s shareholders became entitled to exchange 
each share of common stock held for $23.00 principal 
amount of 9% Convertible Subordinated Debentures 
of Detroitbank or, in the alternative, to pursue their 
rights of appraisal pursuant to Section 262 of the Dela- 
ware General Corporation Law. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14512/February 28, 1978 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 
CHANGE BY THE PACIFIC STOCK EXCHANGE, 
INCORPORATED 


File No. SR-PSE-78-1 


The Pacific Stock Exchange, Incorporated (‘‘PSE’’) 
submitted on January 16, 1978 a proposed rule change 
under Rule 19b-4 to: (1) amend Article |, Section | of 
the PSE Constitution to provide the requirement that 
PSE operate trading floors in both Los Angeles and 
San Francisco may be satisfied by an options trading 
floor in San Francisco and an equity trading floor in 
Los Angeles; (2) amend Article I1, Section 1(a) of the 
PSE Constitution to increase the size of the Board of 
Governors to 15 from 14, and to provide for at least 3 
public governors; (3) amend Article II!, Section 2(a) to 
provide for three classes of governors, each of which 
shall be composed of five governors and to provide for 
the terms of office of each class; (4) amend Article III, 
Section 2(b) to provide for inclusion of at least one 
public representative in each class of governors and to 
provide for at least two floor members on the Board 
from the equity trading floor and two floor members 
from the options trading floor; and (5) amend Article 
XVII, Section 1 to provide that any constitutional 
amendment concerning the location of the options and 
equity trading floor of the Exchange must be approved 
in writing by the affirmative vote of at least three- 
fourths of the members of the Exchange voting but not 
less than the majority of members of the Exchange. 


Notice of the proposed change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission release (Securities 
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Exchange Act Release No. 14423 (January 30, 1978)) 
and by publication in the Federal Register (43 FR 5125 
(February 7, 1978)). 


On February 14, 1978, PSE notified the Commission 
that the rule proposal did not receive the requisite 
approval by the full membership of the PSE and that, 
therefore, the proposal was being withdrawn at this 
time. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14513/February 28, 1978 


Uniform Net Capital Rule 


AGENCY: Securities and Exchange Commission. 


ACTION: Extension of temporary rule amendments. 


SUMMARY: This release extends until August 1, 
1978, temporary provisions of the rule relating to the 
(i) inclusion in net capital of certain good faith deposits 
and syndicate or joint account receivables arising in 
connection with municipal securities underwritings; 
and (ii) undue concentration deductions, ‘‘haircuts,’’ 
on positions in municipal securities. This action is 
necessary since the temporary amendments noted 
above will otherwise expire on March 1, 1978. The 
extension provides the Commission with additional 
time to formulate permanent amendments pertaining 
to municipal securities with regard to the treatment of 
certain receivables and undue concentration deduc- 
tions. 


EFFECTIVE DATE: March 1, 1978. 


FOR FURTHER INFORMATION CONTACT: Nelson 
S. Kibler, Assistant Director, Division of Market 
Regulation, Securities and Exchange Commission, 
Washington, D.C. 20549 (202) 755-1390. 
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SUPPLEMENTARY INFORMATION: _ In Securities 
Exchange Act Release No. 13806, July 28, 1977; 42 FR 
38902 August 1, 1977, the Commission extended until 
March 1, 1978 the temporary provisions of Rule 15c3-1 
(17 CFR 240.15c3-1) under the Securities Exchange 
Act of 1934 dealing with the items summarized above. 
The Commission took such action to afford itself an 
opportunity to corrleate the comments and statistical 
data it had received from interested members of the 
public prior to proposing permanent amendments to 
the rule. The Commission is in the process of 
formulating such permanent amendments. In the 
interim, the Commission has determined that it is 
appropriate to extend until August 1, 1978, the 
temporary amendments relating to the treatment of 
certain receivables and undue concentration. 


The Commission finds, pursuant to 5 U.S.C. 553(b) 
(3)(B), that further notice and public procedure 
respecting these amendments is impracticable and un- 
necessary to the public interest. The Commission 
finds further that these amendments relieve regulatory 
restrictions within the meaning of U.S.C. 553(d)(1) and 
may therefore become effective less than thirty days 
from their publication. 


Introduction 


As originally written, Rule 15c3-1(c)(2)(iv)(C) required 


the deduction from net worth of good faith deposits 
arising in connection with an underwriting and out- 


standing longer than eleven business days. In addi- 
tion, profits derived from participation in an under- 
writing syndicate were treated as ‘‘unsecured re- 
ceivables’’ which pursuant to Rule 15c3-1(c)(2)(iv)(E) 
were deducted from net worth. In Securities 
Exchange Act Release No. 11854 the Commission 
adopted temporary amendments to Rule 15c-1(c)(2) 
(iv)(C) permitting the inclusion in net worth, for ninety 
(90) days after settlement of the underwriting with the 
issuer, good faith deposits and receivables arising 
from participation in municipal securities under- 
writings. This release extends until August 1, 1978 
those temporary amendments. 


Rule 15c3-1(c)(2)(vi)(M) in general provides that a de- 
duction from net worth equal to half the appropriate 
haircut shall be taken against long or short posi- 
tions in the securities of an issuer of a single class or 
series, the market value of which positions exceed ten 
percent of tentative net capital. A similar provision, 
Rule 15c3-1(f)(3)(iii), applies to computations under 
the alternative net capital requirement. In Release 
No. 11854, the Commission exempted positions in 
municipal securities from the undue concentration 
provisions of Rule 15c3-1. This release continues that 
exemption until August 1, 1978. 





Statutory Basis and Competitive Consideration 
and Effective Date 


Pursuant to the Securities Exchange Act of 1934, and 
particularly Sections 15(c)(3) and 23(a) thereof, 15 
U.S.C. 780(c)(3), w(a) the Commission amends section 
240.15c3-1 of Chapter II of Title 17 of the Code of 
Federal Regulations in the manner set forth below, 
effective March 1, 1978. The Commission finds that 
any burden imposed upon competition by the amend- 
ments is necessary and appropriate in furtherance of 
the purposes of the Act, and particularly to implement 
the Commission’s mandate under Section 15(c)(3) 
thereof, 15 U.S.C. 780(c)(3), to establish minimum 
financial responsibility standards for all brokers and 
dealers. 


Text of Amendments to Section 240.15c3-1 


The text of the amendments to section 240.15c3-1 
is as follows: 


§ 240.15c3-1 Net capital requirements for 
brokers or dealers. 


(c) « 
(2) . 


(iv) « * * 


(C) Interest receivable, floor brokerage 


receivable, commissions receivable from 
other brokers or dealers (other than syn- 
dicate profits which shall be treated as 
required in subparagraph (c)(2)(iv)(E) of 
this section), mutual fund concessions re- 
ceivable and management fees receivable 
from registered investment companies, all 
of which receivables are outstanding longer 
than thirty (30) days from the date they 
arise; dividends receivable outstanding 
longer than thirty (30) days fromthe 
payable date; good faith deposits arising in 
connection with an underwriting, outstand- 
ing longer than eleven (11) business days 
from the settlement of the underwriting 
with the issuer; and, until August 1, 1978, 
receivables due from participation in muni- 
cipal securities underwriting syndicates and 
municipal securities joint underwriting ac- 
counts which are outstanding longer than 
ninety (90) days from settlement of the 


underwriting with the issuer and good faith 
deposits arising in connection with an 
underwriting of municipal securities, out- 
standing longer than ninety (90) days from 
settlement of the underwriting with the 
issuer; 


* * * * 


In section 240.15c3-1, the last sentence of paragraphs 
(c)(2)(vi)(M) and (f)(3)(iii) is amended to read as 
follows: 


Provided further, That until August 1, 1978, this 
provision shall not apply to municipal securities. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14514/March 1, 1978 


Administrative Proceeding File No. 3-5366 


In the Matter of 


NEW YORK MAGAZINE COMPANY, INC. 


File No. 81-283 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT 


The Securities and Exchange Commission has issued 
an order granting the application of New York 
Magazine Company, Inc. (‘‘Applicant’’), a subsidiary 
of City Post Publishing Corporation pursuant to 
Section 12(h) of the Securities Exchange Act of 1934 
(the 1934 Act’’) for an exemption from the reporting 
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requirements of Sections 13 and 15(d) of the 1934 Act 
through December 31, 1977. 


It appeared to the Commission that the granting of the 
requested exemption would not be inconsistent with 
the public interest or the protection of investors in 
view of the fact that the securities of the Applicant 
subject to these reporting requirements are held of 
record by approximately 96 persons and there is no 
trading market in Applicant’s securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14515/March 1, 1978 


In the Matter of 


AMERICA STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-78-5) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 78(s)(b)(1) (the ‘‘Act’’), 
notice is hereby given that on February 27, 1978, the 
American Stock Exchange, Inc. (‘‘Amex’’) filed with 
the Commission copies of a proposed rule change 
which amends paragraph (b) of Amex Rule 5 to 
provide that no rule, stated policy or practice of the 
Amex shall prohibit, condition or otherwise limit the 
ability of any member, member organization or 
affiliated person, acting as agent, to effect trans- 
actions over-the-counter with any other person in any 
equity security admitted to dealings on the Amex 
except where such member, member organization or 
affiliated person is acting as agent for such other 
person in the transaction. 


Publication of notice of the proposed rule change is ex- 
pected to be made in the Federal Register during the 
week of March 6, 1978. Interested persons are invited 
to submit written data, views and arguments con- 
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cerning the proposed rule change within 21 days from 
the date of publication of the submission in the 
Federal Register. Persons desiring to make written 
comments should fix six copies thereof with the Secre- 
tary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washigton, 
D.C. 20549. Reference should be made to File No. 
SR-Amex-78-5. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 
mission, and of all written communications relating to 
the proposed rule change between the Commission 
and any person, other than those which may be with- 
held from the public in accordance with the provisions 
of 5 U.S.C. §552, will be available for inspection and 
copying at the Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the require- 
ments of Section 6 and the rules and regulations 
thereunder. 


The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after 
the date of publication of notice of filing thereof in 
order to conform Amex Rule 5 to amended 
Commission Rule 19c-1 [17 CFR 240.19c-1] under the 
Act.1 Rule 19c-1 governs certain off-board agency 
transactions effected by members of the national 
securities exchanges, and the amended provision is 
effective March 1, 1978. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and hereby is, approved. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








1See Securities Exchange Act Release No. 14325 
(December 30, 1977) (43 FR 1327 (January 9, 1978)). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14516/March 1, 1978 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, New York 10005 


11 Wall Street 
New York, New York 10005 


(SR-NYSE-78-5) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 78(s)(b)(1) (the ‘‘Act’’), 
notice is hereby given that on February 13, 1978, the 
New York Stock Exchange, Inc. (‘‘NYSE’’) filed with 
the Commission copies of a proposed rule change 
which requires that lease agreements be submitted to 
the Exchange for approval and contain certain speci- 
fied provisions. 


Publication of notice of the proposed rule change is ex- 
pected to be made in the Federal Register during the 
week of March 6, 1978. Interested persons are invited 
to submit written data, views and arguments con- 
cerning the proposed rule change within 21 days from 
the date of publication of the submission in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washngton, 
D.C. 20549. Reference should be made to File No. 
SR-NYSE-78-5. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the pro- 
posed rule change which are filed with the Com- 
mission, and of all written communications relating to 
the proposed rule change between the Commission 
and any person, other than those which may be 
withheld from the public in accordance with the pro- 
visions of 5 U.S.C. §552, will be available for in- 
spection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 


rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the 
requirements of Section 6 and the rules and regula- 
tions thereunder. More specifically, the Commission 
finds the proposed rule change to be consistent with 
Section 6(b)(2) of the Act in that the proposal enhances 
the ability of a broker or dealer to become a member 
of the Exchange. 


The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after 
the date of publication of notice of filing thereof, in 
that the proposal is necessary to implement the Ex- 
change’s membership leasing plan as_ previously 
approved as SR-NYSE-77-21. 


IT IS THEREFORE ORDERED , pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14517/March 1, 1978 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, INC. 
LaSalle at Jackson 
Chicago, Illinois 60604 


(SR-CBOE-78-2) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
‘*Act’’), notice is hereby given that on February 8, 
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1978, the Chicago Board Options Exchange, 
Incorporated (‘‘CBOE’’) filed with the Commission 
copies of a proposed rule change which amends the 
provisions of Exchange Rule 6.49 to provide that a 
member acting as agent may execute a customer’s 
order off the Exchange floor with any other person 
(except when such member also is acting as agent for 
such other person in such transactions). 


Publication of notice of the proposed rule change is 
expected to be made in the Federal Register during 
the week of March 6, 1978. Interested persons are 
invited to submit written data, views and arguments 
concerning the proposed rule change within 21 days 
from the date of publication of the submission in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-Amex-78-5. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the pro- 
posed rule change which are filed with the Com- 
mission, and of all written communications relating to 
the proposed rule change between the Commission 
and any person, other than those which may be 
withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the require- 
ments of Section 6 and the rules and regulations 
thereunder. 


The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after 
the date of publication of notice of filing thereof in 
order to conform CBOE Rule 6.49 to amended Com- 
mission Rule 19c-1 [17 CFR 240.19c-1] under the Act.1 
Rule 19c-1 governs certain off-board agency trans- 
actions effected by members of the national securities 
exchanges, and the amended provision is effective 
March 1, 1978. 





1See Securities Exchange Act Release No. 14325 (De- 


cember 30, 1977) (43 FR 1327 (January 9, 1978)). 
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IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and hereby is, approved. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14518 / March 2, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY CHICAGO BOARD OPTIONS EXCHANGE, IN- 
CORPORATED 


FILE NO. SR-CBOE-78-4 


The Chicago Board Options Exchange, Incorporated 
submitted on February 16, 1978 a proposed rule 
change under Rule 19b-4 to standardize the procedure 
for conducting opening rotations in options classes. 
The proposal would establish the order for opening 
different series within a class and standardize the 
procedure for approval of an opening rotation which is 
conducted in other than the usual manner provided in 
the rules of the Exchange. In addition the proposal 
would alter and standardize the Board Broker pro- 
cedure for the execution and display of $.01 closing 
sell orders. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 1, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and 
arguments concerning the submission within 30 days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions should 
file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR-CBOE-78-4. 





Copies of the submission and or all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14519/March 2, 1978 


NOTICE OF FILING OF AMENDED PROPOSED 
RULE CHANGE BY THE MUNICIPAL SECURITIES 
RULEMAKING BOARD 


File No. SR-MSRB-77-12 


The Municipal Securities Rulemaking Board (the 
‘*MSRB’’) submitted on February 28, 1978 a proposed 
rule change under Rule 19b-4 to amend certain pro- 
posed rules which are part of a series of proposed 
rules and rule amendments previously filed with the 
Commission (File No. SR-MSRB-77-12) (Securities Ex- 
change Act Release No. 13987 (September 22, 1977); 
42 FR 49856 (September 28, 1977)). The purpose of 
that series was to codify basic standards of fair and 
ethical business conduct for municipal securities pro- 
fessionals. The proposed amendments filed on 
February 28, 1978 effect changes to proposed MSRB 
rule D-9 which defines the term ‘‘customer,’’ to 
proposed MSRB rule G-28 relating to transactions with 
employees and partners of other municipal securities 
professionals, and to proposed MSRB rule G-32 relat- 
ing to disclosures in connection with new isuses. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 6, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views, and argu- 
ments concerning the submission within 21 days from 


the date of publication in the Federal Register. 
Persons desiring to make written submissions should 
file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-MSRB- 
77-12. 


Copies of the submission and al! subsequent 
amendments, and copies of all written statements with 
respect to the proposed rule change which are filed 
with the Commission and al! written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of section 552 of title 5, United States 
Code, will be available for inspection and copying at 
the Securities and Exchange Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory organi- 
zation. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF1934 
Release No. 14520/March 2, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5909/ March 2, 1978 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14521/March 2, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY BOSTON STOCK EXCHANGE 


File No. SR-BSE-77-5 


SEC DOCKET/263 





The Boston Stock Exchange submitted on December 
12, 1977 a proposed rule change under Rule 19b-4 to 
amend Chapter VIII to include margin procedures 
applicable to specialists’ primary and alternate 
accounts. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 5, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written dat, views and arguments 
concerning the submission within 30 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-BSE-77-5. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the pro- 
posed rule change which are filed with the 
Commission, and of all written communications relat- 
ing to the proposed rule change between the Com- 
mission and any person, other than those which may 
be withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for in- 
spection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory organi- 
zation. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14522/March 2, 1978 


NOTICE OF FILING OF PROPOSED RULE 
CHANGES BY THE MIDWEST STOCK EXCHANGE, 
INC. 


(File No. SR-MSE-78-2) 


264/SEC DOCKET 


The Midwest Stock Exchange, Inc. submitted on Feb- 
ruary 6, 1978, proposed rule changes to its consti- 
tution, pursuant to Rule 19b-4 under the Securities 
Exchange Act of 1934, to conform those constitutional 
provisions to sections of the Securities Acts 
Amendments of 1975 relating to the clearance and 
settlement of exchange transactions. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 6, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make 
written submissions should file six copies thereof with 
the Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capito! Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-MSE-78-2. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20420/February 24, 1978 


In the Matter of 


THE SOUTHERN COMPANY 
P.O. Box 720071 
Atlanta, Georgia 30346 





ALABAMA POWER COMPANY 
P.O. Box 2641 
Birmingham, Alabama 35291 


GULF POWER COMPANY 
P.O. Box 1151 
Pensacola, Florida 32520 


MISSISSIPP! POWER COMPANY 
P.O. Box 4079 
Gulfport, Mississippi 39501 


(70-6117) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND DEALERS 
IN COMMERCIAL PAPER, CAPITAL CONTRIBU- 
TIONS TO SUBSIDIARIES, AND EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that The Southern 
Company (‘‘Southern’’), a registered holding com- 
pany, and three of its wholly-owned electric utility 
subsidiary companies, Alabama Power Company 
(‘‘Alabama’’), Gulf Power Company (‘‘Gulf’’), and 
Mississippi Power Company (‘‘Mississippi’’) have 
filed an application-declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (‘‘Act’’), designating Sections 6(a), 6(b), 7, and 
12 of the Act and Rules 45 and 50(a)(5) promulgated 
thereunder as applicable to the proposed transactions. 
All interested persons are referred to the applica- 
tion-declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


Southern, Alabama, Gulf, and Mississippi propose to 
borrow from banks and to issue and sell commercial 
paper from time to time on or before March 31, 1979, 
in the case of Southern, Gulf and Mississippi and 
March 31, 1980, in the case of Alabama. These bor- 
rowings shall be in the following maximum aggregate 


principal amounts outstanding at any one time: 
Southern — $100,000,000; Alabama — $555,000,000; 
Gulf — $40,000,000; and Mississippi — $36,000,000. 


Pursuant to Commission authorization (HCAR No. 
19422), Alabama, Gulf, and Mississippi have authority 
to effect short-term borrowings on or before March 31, 
1978. The amount of short-term debt estimated to be 
outstanding at March 31, 1978, is $3,891,000 for Gulf 
and $17,075,000 for Mississippi. Neither Southern nor 
Alabama expects to have any short-term debt out- 
standing on that date. 


The bank borrowings will be evidenced by notes to be 
dated the date of the borrowing and to mature not 


more than one year after the dte of issue in the case of 
Southern and not more than nine months after the 
date of issue in the case of Alabama, Gulf, and 
Mississippi. On or prior to April 1, 1978, Alabama 
proposes to enter into an arrangement with Citibank, 
N.A., The Chase Manhattan Bank, N.A., Chemical 
Bank, Bankers Trust Company, Continental Illinois 
National Bank and Trust Company of Chicago, Irving 
Trust Company, Manufacturers Hanover Trust 
Company, The Bank of Nova Scotia, and Bank of 
America, which provides for a revolving line of credit 
for a period of two years in the amount of $500,000,000 
and supersedes a Revolving Credit Agreement 
maturing March 31, 1978. Each note evidencing bank 
borrowing (except those included in Alabama’s revolv- 
ing credit agreement) will bear interest at an effective 
rate per annum in effect at the lending bank 
customary for similar companies and will be 
prepayable, in whole or in part, without penalty or 
premium. The terms and cost of commitments or lines 
of credit to the applicants-declarants, except in the 
case of Alabama from those banks under the proposed 
revolving credit agreement, have not been finalized by 
the companies with the proposed lending banks. 


Alabama, Gulf, and Mississippi each maintain with 
the local banks from which borrowings will be made 
average daily operating balances adequate to meet the 
requirements of such banks in respect of certain 
services to such companies. Except in the case of 
Alabama under the proposed revolving credit 
agreement, it may reasonably be expected that banks 
may require the maintenance of balances and/or fees 
in lieu of balances in respect of any such borrowings. 
if balances were to be maintained solely for the 
purpose of satisfying a compensating balance require- 
ment generally not in excess of 20%, the effective 
interest cost of the related borrowings, based on a 
prime rate of 8%, would be 10% per annum. In the 
case of Alabama, giving effect to the fees under the 
proposed revolving credit agreement, assuming full 
utilization of the commitment and based on a prime 
rate of 8% per annum and a three-week moving 
average commercial paper rate of 6.78% for the 
terminal week ending February 1, 1978, the effective 
interest rate on borrowings would be 9.67% per 
annum. 


Southern, Alabama, Gulf, and Mississippi also 
propose from time to time prior to March 31, 1979, in 
the case of Southern, Gulf and Mississippi and March 
31, 1980, in the cae of Alabama, to issue and sell 
commercial paper in the form of short-term promissory 
notes to dealers in commercial paper. The commercial 
paper notes will have varying maturities of not more 
than 270 days after the date of issue, will be sold in 
varying denominations of not less than $50,000 and 
not more than $5,000,000, and will not by their terms 
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be prepayable prior to maturity. The commercial 
paper will be sold directly to or through the dealers at 
a discount which will not be in excess of the discount 
rate per annum prevailing at the date of issuance for 
commercial paper of comparable quality and like 
maturity. No commercial paper note will be issued 
having a maturity of more than 90 days at an effective 
interest cost which exceeds the effective interest cost 
at which the issuer could borrow from banks. 


Except for a commission not to exceed 1/8 of 1% per 
annum payable to the dealer in respect of commercial 
paper sold through the dealer as agent, no commission 
or fee will be payable in connection with the issuance 
and sale of commercial paper. The dealer will reoffer 
such commercial paper at a discount rate of 1/8 of 1% 
per annum less than the prevailing interest rate to the 
issuer. The commercial paper will be offered by each 
dealer to not more than 200 customers of the dealer 
identified and designated in a nonpublic list prepared 
in advance by the dealer. No additions will be made to 
such list of customers. It is expected that the 
commercial paper will be held by customers to 
maturity, but, if they wish to resell prior thereto, the 
dealer, pursuant to a verbal repurchase agreement, 
will repurchase the commercial paper and reoffer the 
same to others on the customer list. 


Southern intends to use proceeds of the bank notes 
and commerciai paper notes to the extent necessary, 


together with treasury funds and the proceeds from 
the sale of additional common stock through its 
dividend reinvestment plan, the employee savings 
plan and the employee stock ownership plan (the 
subject of separate filings), to make, from time to 
time, additional equity investments in the form of 
capital contributions in Alabama, Georgia Power Com- 
pany, (‘‘Georgia’’), Gulf, and Mississippi, to make 
loans to Southern Company Services, Inc., to pay such 
notes when due, and for other corporate purposes. 
Southern proposes herein to make capital contribu- 
tions from April 1, 1978 through March 31, 1979, as 
follows: $180,000,000 to Alabama; $70,000,000 to 
Georgia; $6,000,000 to Gulf; and $10,000,000 to 
Mississippi. 


The proceeds from the bank notes and commercial 
paper notes will be used by Alabama, Gulf, and 
Mississippi, respectively, to reimburse their treasuries 
for part of the expencitures in connection with their 
construction programs and to finance in part their 
future construction programs, to pay at maturity from 
time to time outstanding bank notes and commercial 
paper notes incurred for such purpose, and for other 
lawful purposes. Construction expenditures for 
Alabama for 1978 and 1979 are estimated at 
$494,390,000 and $704,741,000 respectively. Con- 
struction expenditures for 1978 and January-March 
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1979 are estimated at $64,596,000 and $20,481,000, 
respectively for Gulf and $37,470,000 and $9,104,000, 
respectively for Mississippi. 


The applicants-declarants request exception from the 
competitive bidding requirements of Rule 50 in con- 
nection with the sale of commercial paper notes 
pursuant to clause (a)(5) thereof. It is stated, in this 
connection, that (a) all commercial paper which they 
propose to issue and sell will have a maturity not in 
excess of 270 days, (b) current rates for commercial 
paper for prime borrowers, such as applicants-de- 
clarants, are published daily in financial publications, 
and (c) it is not practical to invite invitations for bids 
for commercial paper. It is also requested that 
authorization be granted to file certificates of 
notification under Rule 24 on a quarterly basis. 


Fees and expenses to be incurred by Southern in con- 
nection with the proposed transactions are estimated 
at $3,400, including legal fees of $2,500; Alabama’s 
expenses are estimated at $19,900, including legal 
fees of $6,000; Guilf’s expenses are estimated at 
$1,400, including legal fees of $500; and Mississippi’s 
expenses are estimated at $1,400, including legal fees 
of $500. 


The Alabama Public Service Commission has 
jurisdiction over the issuance of notes to banks and the 
issuance of commercial paper by Alabama. The 
Florida Public Service Commission has jurisdiction 
over the issuance of notes to banks and the issuance of 
commercial paper by Gulf. No other state commission 
and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 23, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration which he desires to controvert; 
or he may reuest that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or by 
mail upon the applicants-declarants at the above- 
stated addresses, and proof of service (by affidavit or, 
in case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 





request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20421/February 27, 1978 


In the Matter of 


OHIO EDISON COMPANY 
76 South Main Street 
Akron, Ohio 44308 


(70-6123) 


NOTICE OF PROPOSED AMENDMENT TO ARTI- 
CLES OF INCORPORATION TO INCREASE AU- 
THORIZED COMMON STOCK: ORDER AUTHORIZ- 
ING SOLICITATION OF STOCKHOLDERS’ PROXIES 


NOTICE IS HEREBY GIVEN that Ohio Edison (‘‘Ohio 
Edison’’), a registered holding company and an 
electric utility company, has filed a declaration and an 
amendment thereto with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 
(‘‘Act’’), designating Sections 6(a), 7 and 12(e) of the 
Act and Rule 62 promulgated thereunder as applicable 
to the proposed transaction. All interested persons 
are referred to the declaration, as amended, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Ohio Edison proposes to amend Article FOURTH of its 
Articles of Incorporation so as to increase the 
authorized number of shares of common stock, par 
value $9 per share, from 55,000,000 to 75,000,000. Its 
adoption requires the favorable vote of two-thirds of 
the outstanding shares of common stock of Ohio 
Edison entitled to vote at the meeting of stockholders. 


Upon completion of the sale in December 1977 of 
common stock and registration of shares of common 
stock to be issued pursuant to the Dividend Reinvest- 
ment and Stock Purchase Plan, Ohio Edison presently 
has less than 3,000,000 of its authorized shares of 
common stock remaining. The company presently 
contemplates construction expenditures during 1978, 
1979, and 1980, estimated as of January 31, 1978, of at 
least $1,300,000,000 and additional construction ex- 
penditures in the years that follow. The company 
presently anticipates the issue and sale of approxi- 
mately 6,000,000 shares in late 1978 and to issue 
shares through its Dividend Reinvestment and Stock 
Purchase Plan. In addition to those above-mentioned 
shares to be issued and sold, the company also anti- 
cipates the issue and sale of approximately 6,000,000 
shares in the years 1979 and 1980 and expects that by 
the end of 1980 it will have issued and sold all of the 
20,000,000 shares by which it is proposed to increase 
the authorized amount of common stock. 


Ohio Edison further proposes to submit the proposed 
amendment,- the ratification of the appointment of 
Arthur Andersen & Company as auditors for 1978, and 
the election of directors to its stockholders for con- 
sideration and vote, and to solicit the proxies from 
their common stockholders at the annual meeting to be 
held on April 27, 1978. 


The fees, commissions and expenses in connection 
with the proposed increase of the authorized shares of 
common stock are estimated at $66,000, including 
legal fees of $1,500 and state filing fee of $50,075. It is 
stated that no state commission and no federal com- 
mission, other than this Commission, has jurisdiction 
over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 24, 1978, request in 


writing that a hearing be held on such matter, stating 


the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the declarant at the above-stated address and proof of 
service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any 
time after said date, the declaration, as amended or as 
it may be further amended, may be permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulation promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
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request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


It appearing to the Commission that the declaration, 
insofar as it proposes the solicitation of proxies from 
Ohio Edison’s common stockholders, should be 
permitted to become effective forthwith pursuant to 
Rule 62: 


it is ordered, that the declaration regarding the pro- 
posed solicitation of proxies from Ohio Edison’s 
common stockholders be, and it hereby is, permitted 
1) become effective forthwith pursuant to Rule 62 and 
subject to the terms and conditions prescribed in Rule 
24 under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20422/February 27, 1978 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
GRANITE STATE ELECTRIC COMPANY 


NEW ENGLAND POWER COMPANY 
20 Turnpike Road 
Westborough, Massachusetts 01581 


(70-6121) 


NOTICE OF PROPOSED SHORT-TERM BORROW- 
INGS BY OPERATING SUBSIDIARIES OF HOLDING 
COMPANY AND OF PROPOSED LOANS BY HOLD- 
ING COMPANY TO SUBSIDIARIES AND OF PRO- 
POSED SALE OF COMMERCIAL PAPER BY SUB- 
SIDIARY AND REQUEST FOR EXEMPTION FROM 
COMPETITIVE BIDDING 
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NOTICE IS HEREBY GIVEN, that New England 
Electric System (‘‘NEES’’), a registered holding com- 
pany, and Granite State Electric Company (‘‘Gran- 
ite’’), and New England Power Company (‘‘NEPCO’’), 
operating subsidiaries of NEES, have filed an appli- 
cation-declaration with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 
(‘‘Act’’), designating Sections 6(a), 7, 9(a), 10 and 12 
of the Act and Rules 42, 43, 45 and 50, promulgated 
thereunder, as applicable to the proposed trans- 
actions. All interested persons are referred to the 
application-declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


Granite and NEPCO propose during the period from 
the date of the Commission’s order hereunder through 
March 30, 1979 to issue short-term promissory notes 
to the below listed banks and/or to NEES, and NEPCO 
also proposes to issue notes to dealers in commercial 
paper. 


The .amounts shown below are the maximum face 
amounts of notes of each borrowing company to be 
held by the lenders at any one time pursuant to 
authority requested hereunder. The amounts shown 


below, indicating the amount each borrowing company 
may borrow from a particular bank, may be increased 
or decreased during the year but at no time will the 
aggregate amount of short-term borrowings from all 
banks for each of the borrowing companies exceed the 


aggregate authorized amount. The maximum amounts 
of short-term borrowings authorized to be outstanding 
at any one time by NEPCO ($130,000,000) from banks 
and NEES will be reduced by the amount of its 
commercial paper outstanding at that time. 


Proposed Maximum 
Short-term Debt to 
be Oustanding at 
Any One Time 
During Period. 


[Thousands of 
dollars] 





Borrowing Company Banks or NEES (a) 


GRANITE 
The First National Bank of 
Boston, Boston, Mass. 


NEPCO 


Bank of America, North America 
Division, New York, N.Y. 

Baybank Newton-Waltham Trust 
Company, Waltham, Mass. 





Brown Brothers Harriman and 
Company, Boston, Mass. 

Chase Manhattan Bank, N.A., 
New York, N.Y. 

Chemical Bank, New York, N.Y. 

Citibank, N.A., New York, N.Y. 

Continental Illinois National 
Bank and Trust Company 
Chicago, III. 

The First National 
Boston, Boston, Mass. 

The First National Bank of 
Chicago, Chicago, Illinois 

Irving Trust Company, New York 
N.Y. 

Manufacturers Hanover Trust, 
New York, N.Y. 

Morgan Guaranty Trust Com- 
pany, New York, N.Y. 

New England Merchants National 
Bank, Boston, Mass. 

Shawmut Bank of Boston, N.A., 
Boston, Mass. 

State Street Bank and Trust 
Company, Boston, Mass. 

Worcester County National 
Bank, Worcester, Mass. 


Bank of 


3,000 
2,500 


Total NEPCO $130,000 


(a) Or Commercial Paper in The Case of NEPCO 


NEPCO requests a maximum borrowing authority of 
$130,000,000 to be reduced by the amount of proceeds 
of any sales of first mortgage bonds during the period. 


The proceeds of such proposed borrowings are to be 
used to pay then outstanding notes initially issued to 
banks, dealers in commerical paper and/or to NEES at 
or prior to maturity and to provide new money for 
capitalizable expenditures or to reimburse the treasury 
therefore. Granite as of December 31, 1977, has no 
outstanding short-term debt and estimates its con- 
struction expenditures through March 31, 1979 at 
$2,415,000. NEPCO, as of December 31, 1977, has 
$44,325,000 in outstanding short-term debt and esti- 
mates its construction expenditures through March 31, 
1979 as $134,400,000. 


The proposed borrowings from banks and/or NEES 
will be evidenced by notes payable maturing in less 
than one year from the date of issuance, and will pro- 
vide for prior payment in whole or in part without 
premium. The borrowing companies will maintain 
funds in the banks which represent compensating 
balances or in lieu thereof will pay fees to the banks 
equivalent to such compensating balance require- 


ments. The notes to banks will bear interest at not in 
excess of the prime rate in effect at the time borrow- 
ings are made (not including any fees in lieu of 
compensating balances). The notes to NEES will bear 
interest at not in excess of the prime rate in effect at 
the time borrowings are made. Based on com- 
pensating balance requirements of about 10 to 20%, or 
fees equivalent thereto, the effective interest cost of 
bank borrowing would be approximately 10.0% per 
annum, based on the current prime rate of 8%. The 
effective interest cost of borrowings from NEES would 
be the prime rate. 


It is proposed that Granite and NEPCO may prepay 
their notes to NEES, in whole or in part, with borrow- 
ings from banks or from the sale of commercial paper, 
or that their borrowings from banks may be prepaid, 
in whole or in part, with borrowings from NEES or 
from the sale of commercial paper. In the event of 
borrowings from banks at a higher interest rate or the 
sale of commercial paper at a higher effective interest 
cost, to prepay notes to NEES, NEES will credit the 
borrowers for any excess interest from the date of 
issuance of the new notes or commercial paper to the 
normal maturity date of the notes to NEES being 
prepaid. Conversely, in the event of borrowings from 
NEES to prepay notes to banks, the interest rate of the 
notes issued to NEES will be the lower of (1) the 
interest rate on the notes being prepaid or (2) the 
prime interest rate in effect, but with respect to (1) 
only to the maturity date of the notes so prepaid, and 
thereafter at the prime interest rate in effect at the 
time the new notes are issued. 


NEPCO proposes to issue and sell commercial paper 
during the period through March 31, 1979, directly to 
Lehman Commercial Paper Incorporated (‘‘Lehman’’) 
and/or A.G. Becker & Co., Incorporated (‘‘Becker’’), 
dealers in commercial paper. Lehman and Becker, as 
principals, will reoffer such commercial paper to not 
more than 100 of their respective customers whose 
names appear on non-public lists prepared in advance 
by Lehman and Becker. No additions will be made to 
such lists of customers. It is expected that such com- 
mercial paper will be held to maturity by the 
purchasers from the dealers, but, if any such 
purchaser wishes to resell prior to maturity, Lehman 
or Becker, as the case may be, pursuant to an oral 
repurchase agreement will repurchase the paper for 
resale to others on said lists of customers. 


The commercial paper so issued and sold by NEPCO 
will be in the form of unsecured promissory notes 
having varying maturities of not in excess of 270 days. 
Actual maturities will be determined by market con- 
ditions, the effective interest cost to the issuer, and 
the issuer’s cash requirements at the time of issuance. 
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The commercial paper will be in denominations of not 
less than $50,000 and not more than $1,000,000. The 
terms of the commercial paper do not provide for pre- 
payment prior to maturity. The commercial paper will 
be purchased by Lehman and Becker from the issuer 
at a discount which will not be in excess of the 
discount rate per annum prevailing at the date of 
issuance for the particular maturity at which prime 
commercial paper of comparable quality is sold by 
public utility issuers to commercial paper dealers. 
Lehman and Becker will initially reoffer the 
commercial paper at a discount rate not more than 1/8 
of 1% per annum less than the prevailing discount 
rate to the issuer. 


The effective interest cost to the issuer on such paper 
will not exceed the effective interest costs at the time 
of issue for borrowings from The First National Bank 
of Boston, except that, in order to obtain maximum 
flexibility, commercial paper may be issued with a 
maturity of not more than 90 days from the date of 
issue with an effective cost in excess of such effective 
interest cost frem The First National Bank of Boston. 


With respect to the issue and sale of notes by it to 
Lehman and Becker, NEPCO requests an exemption 
from the competitive bidding requirements of Rule 50 
pursuant to paragraph (a)(5) thereof on the grounds 
that (a) the commercial paper to be issued will have 
maturities of not more than nine months; (b) the effec- 
tive interest cost theron will not exceed the effective 
interest costs at the time of borrowings from The First 
National Bank of Boston, except that, in order to 
obtain maximum flexibility, commercial paper may be 
issued with a maturity of not more than 90 days from 
the date of issue with an effective cost in excess of 
such effective interest cost, from The First National 
Bank of Boston; (c) the current rates for commercial 
paper for a prime borrower such as NEPCO are readily 
ascertainable by reference to daily financial 
publications; and (d) it is not practical to publish invi- 
tations for bids for commercial paper. 


It is stated that there are no fees or commissions, 
other than a $2,000 filing fee to be paid in connection 
with the proposed transactions and that incidental 
services in connection with the proposed transactions 
will be performed, at cost, by New England Power 
Service Company, an affiliated service company; such 
cost is estimated not to exceed $200 for each appli- 
cant-declarant, an aggregate of $600. Including their 
pro rata share of the filing fee, total expenses for each 
applicant-declarant is approximately $900. 


The New Hampshire Public Utilities Commission has 
jurisdiction over the proposed issuance of short-term 
promissory notes by Granite and NEPCO. It is stated 
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that no other state commission and no federal com- 
mission, other than this Commission, has jurisdiction 
over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 24, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such re- 
quest, and the issues of fact or law raised by said 
application-declaration which he desires to controvert; 
or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or by 
mail upon the applicants-declarants at the above 
stated address, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20423/February 27, 1978 


In the Matter of 


SYSTEMS FUELS, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 





LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MISSISSIPPI! POWER & LIGHT COMPANY 
Electric Building 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE, INC. 
317 Baronne Street 
New Orleans, Louisiana 70112 


(70-5964) 


NOTICE OF PROPOSAL BY FUEL SUPPLY SUB- 
SIDIARY TO ISSUE A TWO YEAR NOTE TO A 
BANK 


NOTICE IS HEREBY GIVEN that Arkansas Power & 
Light Company, Louisiana Power & Light Company, 
Mississippi Power & Light Company and New Orleans 
Public Service, Inc. (collectively, the ‘‘Operating 
Companies’’), all of which are public utility sub- 
sidiaries of Middle South Utilities, Inc., a registered 
holding company, and System Fuels, Inc. (‘‘SFI’’), the 
Middle South system fuel supply subsidiary which is 
jointly owned by the Operating Companies, have filed 
a post effective amendment to an application-de- 
claration previously filed with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (‘‘Act’’), designating Sections 6(a), 7 and 12(b) of 
the Act and Rules 45 and 50(a)(2) promulgated 
thereunder as applicable to the proposed transaction. 
All interested persons are referred to the amended 
application-declaration, which is summarized below, 
for a complete statement of the proposed transaction. 


By order dated March 8, 1977, in this matter (HCAR 
No. 19924) SFI was authorized to enter into a Coal 
Supply Agreement and certain supplemental agree- 
ments (‘‘Coal Agreement’’), dated as of December 22, 
1976, between Antelope Coal Company (‘‘Antelope’’) 
and SFI, to advance to Antelope the total cost of a 
dragline which Antelope has ordered for use in 
producing coal for SFI’s needs. It is currently expected 
that the total cost of the dragline will be not less than 
$15,000,000 and that the dragline will be available for 
delivery to Antelope in late February 1978. SFI antici- 
pates having to advance to Antelope funds to cover the 
cost of the dragline shortly thereafter. As the date on 
which Antelope is to commence delivery of coal to SFI 
under the Coal Agreement is presently scheduled for 
January 1, 1983, rather than January 1, 1982, the 
advance by SFI to Antelope in respect of the dragline 
will be for a period of two years, rather than one year. 


To obtain such funds to advance to Antelope for the 
cost of the dragline in the manner described above, 
SFI proposes to enter into a new loan agreement 
(‘‘Loan Agreement’’) with Morgan Guaranty Trust 
Company of New York (‘‘Bank’’), under which SFI will 
be entitled to borrow from the Bank of principal 
amount of $15,000,000 for a two-year term. To the ex- 
tent that the total cost of the dragline, as finally de- 
termined, exceeds $15,000,000, SFI will advance the 
additional funds to Antelope from the proceeds of 
borrowings from the Operating Companies or from 
funds on hand. 


To effect the proposed borrowing under the Loan 
Agreement, SFI will deliver to the Bank an unsecured 
promissory note (‘‘Note’’) in the principal amount of 
$15,000,000. The Note will be payable two years from 
date of issuance and will bear interest, payable 
quarterly and at maturity, on the unpaid principal 
amount thereof at a rate per annum equal to one 
hundred ten percent (110%) of the base rate (currently 
8 percent per annum) as announced from time to time 
by the Bank for 90-day commercial loans in New York 
City to borrowers of the highest credit standing, with 
adjustments in the interest rate to be made effective 
automatically as of the opening of business on the 
effective date of any change in the Bank’s base rate. 
Ther is no requirement that SFI maintain compen- 
sating balances with, or pay any commitment fee to, 
the Bank in connection with the borrowing under the 
Loan Agreement. 


Under the terms of the Loan Agreement, the 
Operating Companies will covenant and agree with the 
Bank, severally in accordance with their present re- 
spective shares of ownership of the common stock of 
SFI, to take any and all action as, from time to time, 
may be necessary to keep SFI in a sound financial 
condition and to place SFI in a position to discharge, 
and to cause SFI to discharge, its obligations to the 
Bank pursuant to the Loan Agreement and the Note 
when due. The Operating Companies will further 
covenant and agree that they will, unless otherwise 
consented to in writing by the Bank, maintain their 
respective shares of ownership of the common stock of 
SFI, for the period during which the principal amount 
of the Note remains unpaid, in approximately the 
same proportions as presently held by them. 


A statement of the fees, commissions and expenses to 
be incurred by the applicants in connection with the 
proposed transaction will be filed by amendment. It is 
stated that no state commission and no federal com- 
mission, other than this Commission, has jurisdiction 
over the proposed transaction. 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 23, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may re- 
quest that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such re- 
quest should be served personally or by mail upon the 
applicants-declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the application-de- 
claration, as amended or as it may be further 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20424/February 28, 1978 


In the Matter of 


CEDAR COAL COMPANY 
Charleston, West Virginia 


(70-5954) 


SUPPLEMENTAL ORDER FURTHER EXTENDING 
BANK BORROWING BY SUBSIDIARY COAL COM- 
PANY 
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Cedar Goal Company (“Cedar”), a coal company 
subsidiary of Appalachian Power Company (“Appa- 
lachian”), an electric utility subsidiary of American 
Electric Power Company, Inc., a registered holding 
company, has filed a post-effective amendment to a 
declaration previously filed with this Commission 
pursuant to Sections 6 and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) regarding the 
following proposed transaction. 


Cedar is engaged in the mining, delivery and sale of 
coal to Appalachian. Cedar does not own coal 
properties, but Cedar holds leases on approximately 
24,931 acres of land in West Virginia estimated to 
contain 76 million tons of recoverable coal. Cedar’s 
current mining capacity is stated to be 2 million tons of 
coal per year. 


It is planned to expand the mining capacity of Cedar to 
approximately 4 million tons per year by 1979 at a cost 
of approximately $50,000,000. The bulk of Cedar’s coal 
production is expected to be used by the John E. Amos 
plant (owned jointly by Appalachian and its affiliate, 
Ohio Power Company). Expansion plans for Cedar 
include the development of a 1,000 ton per hour coal 
preparation plant, coal handling facilities and railroad 
loadout, all presently under construction (the “White 
Oak preparation plant”). The cost of the White Oak 
preparation plant is currently estimated to be 
approximately $20,000,000. 


By prior order in this proceeding, Cedar was authorized 
to borrow up. to $18,000,000 to finance the White Oak 
preparation plant (HCAR No. 20017, May 3, 1977). 
Pursuant to that authorization, Cedar entered into a 
Credit Agreement (“agreement”) with Irving Trust 
Company (“Irving Trust”) which permitted Cedar to 
borrow an aggregate principal amount not to exceed 
$18,000,000 outstanding at any one time. The 
borrowings are evidenced by a note (‘‘note’’) issued by 
Cedar to Irving Trust bearing interest at a rate no 
greater than the prime rate in effect at Irving Trust from 
time to time. Compensating balances are required in 
the amount of 10% of the amount of the bank line 
made available by Irving Trust, together with additional 
compensating balances in the amount of 10% of the 
amount of any borrowings. Borrowings on the note are 
due and payable in installments, with 50% of the 
outstanding balance of the borrowings being originally 
payable on November 30, 1977, and the remainder 
being originally payable on December 30, 1977. 


Borrowings pursuant to the agreement were made in 
contemplation of a sale-leaseback transaction 
involving the White Oak preparation plant (said 
transaction to be the subject of a further application to 
this Commission). It was proposed to retire the 
borrowings from Irving Trust under the agreement with 
the proceeds of the sale and leaseback transaction. 





Cedar and Appalachian have applied to the 
Commission for authorization of the sale and 
leaseback of the White Oak preparation plant, with 
notice of the sale and leaseback transaction issuing on 
November 18, 1977 (HCAR No. 20262 in File No. 
70-6087). The sale-leaseback has not as yet been 
consummated. 


By prior supplemental orders in the instant proceeding 
(HCAR Nos. 20279, 20359 and 20399, November 30, 
December 30, 1977 and January 30, 1978), the 
installment payment dates specified in the agreement 
were extended from November 30, and December 30, 
1977 to February 28, and March 31, 1978, respectively. 
Said extentions were necessary due to delays in 
consummating the sale-leaseback. It is now proposed 
that as consummation will require additional time, the 
installment payment dates as previously extended, be 
further extended to March 31, and April 30, 1978, 
respectively. 


No state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. No fees nor expenses are to be incurred in 
connection with the proposed transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that said declaration, as amended by said 
post-effective amendment, be permitted to become 
effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended by said post-effective amendment, be, and 
it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20425/February 28, 1978 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
P.O. Box 1631 
Wilmington, Delaware 19899 


(70-6115) 


NOTICE OF PROPOSED CHARTER AMENDMENT TO 
INCREASE AUTHORIZED COMMON STOCK; ORDER 
AUTHORIZING SOLICITATION OF PROXIES IN 
CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that Central and South 
West Corporation (“CSW”), a registered holding 
company, has filed a declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (“Act”), designating Sections 6(a), 7 and 12(e) of 
the Act and Rule 62 promulgated thereunder as 
applicable to the following proposed transaction. All 
interested persons are referred to the declaration, 
which is summarized below, for a complete statement 
of the proposed transaction. 


CSW proposes to amend its Restated Certificate of 
Incorporation, as heretofore amended, to increase its 
authorized common stock, par value $3.50, from 
65,300,000 to 80,000,000 shares. It is stated that the 
increase of 14,700,000 in its authorized common stock 
is proposed to permit the issuance and sale of 
additional common stock during the next two or three 
years. Proceeds from the sale of such additional shares 
will be used to help finance planned construction 
expenditures of its subsidiaries, which expenditures 
are estimated at $1,837,429,000 for 1978-1980. 
Approximately 57,939,921 shares of common stock are 
now outstanding. 


CSW proposes to submit the amendment to its 
stockholders at its annual meeting to be held on April 
20, 1978. CSW proposes to submit proxies from its 
shareholders, through the use of proposed soliciting 
material to obtain the required approval of the 
proposed amendment, to elect directors and to select 
auditors. An affirmative vote of the holders of a 
majority of the outstanding shares of common stock 
issued and entitled to vote at the annual meeting is 
required for adoption of the amendment. 


The fees and expenses to be incurred in connection 
with the proposed transaction, including proxy 
solicitation costs, are estimated at $36,900. It is stated 
that no state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 27, 1978, request in 
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writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such request should be 
“addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the declarant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the declaration, as filed or as it 
may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


It appearing to the Commission that the declaration, 
insofar as it proposes to solicitation of proxies from 
CSW’s stockholders, should be permitted to become 
effective forthwith pursuant to Rule 62: 


IT IS ORDERED that the declaration, regarding the 
proposed solicitation of proxies of CSW’s stockholders 
be, and it hereby is, permitted to become effective 
forthwith pursuant to Rule 62 and subject to the terms 
and conditions prescribed in Rule 24 under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20426/March 1, 1978 


in the Matter of 
CENTRAL AND SOUTH WEST CORPORATION 


Wilmington, Delaware 
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CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 


(70-6113) 


ORDER AUTHORIZING PROPOSED ISSUANCE AND 
SALE OF HOLDING COMPANY COMMON STOCK 
AND PROPOSED CAPITAL CONTRIBUTIONS TO TWO 
SUBSIDIARY OPERATING COMPANIES 


Central and South West Corporation (“CSW”), a 
registered holding company and two of its subsidiary 
operating companies, Central Power and Light 
Company (“CP&L”) and Southwestern Electric Power 
Company (“SWEPCO”), have filed an application- 
declaration and amendments thereto with this 
Commission pursuant to Sections 6(a), 7, 9, 10 and 
12(f) of the Public Utility Holding Company Act of 1935 
(‘Act’) and Rules 43, 45 and 50 promulgated 
thereunder, regarding the foilowing proposed 
transactions. 


CSW proposes to issue and sell, pursuant to the 
competitive bidding requirements of Rule 50 under the 
Act, 7,000,000 shares of its authorized and unissued 
Common Stock, par value $3.50 per share (the 
“Additional Shares”). CSW further proposes to make 
capital contributions to two of its electric utility 
subsidiaries, CP&L and SWEPCO, in the amounts of 
$30,000,000 and $15,000,000, respectively. 


Of the net proceeds to be derived from the sale of the 
Additional Shares estimated by CSW at approximately 
$105,000,000, $90,000,000 will be used to make the 
capital contributions to CP&L and SWEPCO and a 
contribution of $45,000-000 to a third CSW subsidiary, 
Public Service Company of Oklahoma, such 
contribution being previously authorized by Com- 
mission Order on January 10, 1978 (HCAR No. 20380), 
and the remainder, together with funds received from 
such subsidiaries in payment of their borrowings from 
CSW, will be used to pay approximately $60,000,000 of 
an estimated $110,000,000 of borrowings by CSW 
expected to be outstanding at the time of sale. 


CSW states that it has outstanding short-term 
borrowings of $83,325,000 at December 31, 1977. CSW 
anticipates that the Additional Shares would be issued 
and sold on or about March 7, 1978 and that the capital 
contributions would also be made in March 1978. 


CSW claims that the proceeds of the foregoing 
short-term borrowings and capital contributions have 





been or will be used towards the payment of capital 
expenditures. Such expenditures are estimated by 
CSW as follows: 


CSW Consolidated 


1977 1978 
315,951,000 $458,948,000 
37,454,000 54,986,000 
58,283,000 66,267,000 


Generation 

Transmission 

Distribution 

Fuel Exploration 
and Development 


and Development 
Other 


30,572,000 
13,194,000 


47,572,000 
7,028,000 





Total $455,454,000 $634,801,000 


CSW expects that of the total $1,090,255,000 CSW 
consolidated estimated capital expenditures for the 
two years, 1977 and 1978, CP&L accounts for 
$437,288,000, PSO (consolidated) for $382,985,000, 
SWEPCO for $233,096,000 and West Texas Utilities 
Company for $36,886,000. CSW represents that none of 
the funds generated from the Additional Shares nor any 
of the borrowings retired thereby will be or have been 
utilized to pay the cost of acquisition or construction 
of facilities which would not be needed to provide 
service to customers of CSW’s subsidiaries if they were 
not part of the Central and South West System or not 
operating in the mode in effect prior to May 4, 1976. No 
expenditures will be made by such subsidiaries for the 
construction or acquisition of any facility not so 
needed prior to the time all funds covered by the 
Application-Declaration have been expended. For the 
purposes of the foregoing representation, it is 
assumed that none of the facilities construction or 
acquisition of which would be part of any proposal 
forming the subject of the proceedings in Central and 
South West Corporation, et al., (Administrative 
Proceeding File No. 3-4951) would be needed to 
provide service to customers of such subsidiaries if it 
were not part of the Central and South West System. 


The estimated 1978 capital expenditures for CP&L and 
SWEPCO are as follows: 


CP&L SWEPCO 


Generation 

Transmission 

Distribution and 
other plant 

Fuel Exploration 
and Development 


$214,321,000 $ 68,336,000 
44,536,000 11,529,900 
22,882,000 22,170,000 


8,192,000 11,260,000 





Total $289,931,000 $113,295,900 


No state commission and no federal commission, 
other than this Commission, has jurisdiction with 
respect to the proposed transaction. The fees and 
expenses to be incurred in connection with the 
proposed transaction are estimated at $200,000, 
including $38,500 in legal fees, $20,500 in accountants 
fees and $85,000 in printing costs. The fees and 
expenses to be incurred by the successful bidders for 
the Additional Shares are estimated at $25,500, 
including $23,000 in legal counsel fees. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20406), and no 
hearing has been requested of or ordered by the 
Commission, Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it appropriate 
in the public interest and in the interest of investors 
and consumers that the application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rules 24 and 50 promulgated under the 
Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20427/March 2, 1978 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 
Wilmington, Delaware 19807 


SEC DOCKET/275 





COLUMBIA GAS TRANSMISSION CORPORATION 
COLUMBIA GAS OF OHIO, INC. 

COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 

COLUMBIA GAS OF VIRGINIA, INC. 

COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 

COLUMBIA GAS OF MARYLAND, INC. 

COLUMBIA HYDROCARBON CORPORATION 

THE INLAND GAS COMPANY, INC. 

COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT OF CANADA LTD. 
COLUMBIA COAL GASIFICATION CORPORATION 
COLUMBIA GAS DEVELOPMENT CORPORATION 
COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA GULF TRANSMISSION COMPANY 


COLUMBIA ALASKAN GAS TRANSMISSION CORPO- 
RATION 


(70-6107) 


ORDER AUTHORIZING PROPOSED ALLOCATION OF 
CONSOLIDATED TAX LIABILITIES BY METHOD 
OTHER THAN PRESCRIBED BY RULE 45(b)(6) 


The Columbia Gas System, Inc. (“Columbia”), a 
registered holding company, and its subsidiary 
companies named above have filed a joint declaration, 
and amendments thereto with this Commission 
pursuant to Sections 12(b) and 12(f) of the Public 
Utility Holding Company Act of 1935 (“Act”) and Rule 
45 promulgated thereunder regarding the following 
proposed transactions. 


By order dated February 18, 1976 (HCAR No. 19393), 
the Commission authorized Columbia to allocate the 
system’s consolidated Federal income tax liability for 
the years 1975 and 1976 by a method other than 
prescribed by Rule 45(b)(6). 
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Columbia and its subsidiaries now seek the 
Commission’s authorization under Rule 45(a) for the 
taxable years 1977 and 1978. 


The major part of the exploration and development 
activities within the Columbia system are centered in 
Columbia’s nonutility subsidiaries, Columbia Gas 
Development Corporation (“Development U.S.”) and 
Columbia Gas Development of Canada, Ltd. 
(“Development Canada’’). Due to the expanded 
exploration and development program made necessary 
by the growing system demand for natural gas, these 
companies have required substantial contributions of 
capital from Columbia. In connection with their 
activities, these companies have incurred tax losses. 


The combined expenditures by Development U.S. and 
Development Canada for exploration and development 
during 1977 and 1978 are currently estimated to be 
$89,700,000 and $86,500,000, respectively. It is also 
estimated that these companies will have tax losses of 
$59,589,000 and $48,194,000 for the years 1977 and 
1978, respectively. 


When the losses of Development U.S. and 
Development Canada are included in the consolidated 
tax return for the Columbia system, the consolidated 
tax liability is reduced. Under Rule 45(b)(6), the benefit 
of this tax reduction is allocated to companies in the 
consolidated group other than those whose tax losses 
gave rise to the tax savings, thus depriving the latter of 
the tax savings which might otherwise be applied in 
furtherance of their continuing exploration and 
development activities. In general, the declaration 
seeks authorization to allocate consolidated taxes in a 
manner which would initially remit the consolidated 
tax savings arising from their tax losses to the 
exploration subsidiaries in aid of their development 
programs. 


To overcome the claimed inequities resulting from a 
strict adherence to the tax allocation provisions of Rule 
45(b)(6), certain deviations therefrom are proposed as 
follows: 


1. For the years 1977 and 1978, Columbia, while 
computing the system’s consolidated tax liabilities in 
the usual manner, will for purposes of assessing 
liability among the individual companies of the system 
add back the reduction in such tax liabilities generated 
from any tax losses of Development U.S. and 
Development Canada resulting from their exploration 
and development activities. 


2. The consolidated taxes as so adjusted will then be 
apportioned among the system companies other than 
Development U.S. and Development Canada in 
accordance with the procedure of Rule 45(b)(6). The 
cash difference between the adjusted consolidated tax 





liability and the actual consolidated tax liability will be 
remitted by Columbia to Development U.S. and 
Development Canada in proportion to their respective 
tax losses, if any, incurred in 1977 and 1978 for use in 
further exploration and development work. 


3. In future years, when Development U.S. or 
Development Canada have net taxable income they, or 
either of them, may be entitled to tax credits as a result 
of the loss carry-back or carry-over provisions of 
Section 172(b) of the Internal Revenue Code of 1954 in 
order to comply with the separate return limitations 
required by Rule 45(b)(6). To the extent that these 
companies receive tax benefits pursuant to paragraphs 
1 or 2 above, such benefits would be applied to reduce 
any tax credits in future years to which either of these 
companies might otherwise be entitled under the 
separate return limitations of Rule 45(b)(6). 


4. Subject to paragraph 3, in no event will the tax 
allocated to any subsidiary company of Columbia 
exceed the amount of tax of such company based upon 
a separate return computed as if such company has 
always filed its tax return on a separate return basis. 


Under the proposals set forth above, the actual 
consolidated tax liabilities of the Columbia system will 
not change. What will change is the allocation of that 
tax among the members of the group so that any tax 
credits remitted to the exploration companies would be 
matched by an equal aggregate increase in the tax 
allocation to other members of the group having 
taxable income. Nevertheless, under the proposed 
method of allocation, the resulting tax allocation to 
each of the Columbia subsidiaries having taxable 
income, although larger than would be the case under 
strict adherence to Rule 45(b)(6), is still smaller than 
the tax liability of each such company on a separate 
return basis. Declarants state that proposed tax 
allocation has no effect on the cost of service 
treatment given to Columbia’s distribution companies 
by regulatory commissions having jurisdiction over 
rates. 


It is stated that the proven developed reserves as of 
October 1, 1977, for Development U.S. were 322,556 
MMCF at an approximate composite cost of $1.00 per 
Mcf. Development Canada had proven and probable 
reserves of 57,992 MMCF at $.26 per Mcf for the same 
period. 


Declarants request permission to file on an annual 
basis the certificates of notification required by Rule 24 
under the Act. It is stated that no state commission or 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. It is stated 
that the fees and expenses to be incurred in connection 
with the proposed transaction are estimated to be 
approximately $8,300, including charges for services 


by Columbia Gas System Service Corporation 
estimated at $5,300. 


With respect to those portions of the joint declaration 
which relate to taxable year 1978, the record in this 
proceeding is not yet complete and jurisdiction will be 
reserved over the proposed transactions relating 
thereto. 


Due notice of the filing of said joint-declaration, as 
amended, has been given in the manner prescribed in 
Rule 23 promulgated under the Act (HCAR No. 20401), 
and no hearing has been requested of or ordered by the 
Commission. With respect to those portions of the 
amended joint-declaration which relate to taxable year 
1977, upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied, and that no 
adverse findines are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said portions of the 
joint-declaration, as amended, be permitted to become 
effective. 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
joint-declaration, as amended, be, an it hereby is, 
permitted to become effective forthwith, except with 
respect to those portions of the joint-declaration 
relating to taxable year 1978 as to which the record is 
not yet complete, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over Columbia’s proposed method 
of allocating consolidated Federal income tax liability 
among system companies for taxable year 1978. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20428/March 2, 1978 


In the Matter of 


SEC DOCKET/277 





ALLEGHENY POWER SYSTEM, INC. 
320 Park Avenue 
New York, New York 10022 


(70-6124) 


NOTICE OF PROPOSAL BY HOLDING COMPANY TO 
BECOME BONDED AS SURETY TO A STATE FOR 
BENEFIT OF ITS SUBSIDIARY COMPANY 


NOTICE iS HEREBY GIVEN that Allegheny Power 
System, Inc. (“Allegheny”), a registered holding 
company, has filed a declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (“Act”), designating Sections 12(b) and 12(f) of 
the Act as applicable to the proposed transaction. All 
interested persons are referred to the declaration, 
which is summarized below, for a complete statement 
of the proposed transaction. 


On November 18, 1977, The Potomac Edision Company 
(“PE”), a public-utility subsidiary of Allegheny, filed an 
application for rate increases with the Public Service 
Commission of West Virginia. Allegheny proposes to 
become bonded as surety to the State of West Virginia 
in such amount as shall be determined by the West 
Virginia Public Service Commission for prompt refund 
by PE of all amounts PE may collect or receive in 
excess of such rates and charges as may be finally 
fixed by said Commission, plus interest at such annual 
rate as such Commission may determine by order to be 
necessary and appropriate. The purpose of the 
proposed transaction is to enable PE, as permitted by 
West Virginia law, to begin applying the new increased 
rates prior to completion of the Commission’s 
investigation, hearing, and decision with respect 
thereto. The amount of the bond and the interest rate 
are determined by the appropriate West Virginia 
authority. It is expected that the amount of the bond 
will not exceed $7,050,000, which is the estimated 
additional annual revenue that the new rates will 
provide. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $2,200. 
It is stated that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 3, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
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Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
declarant at the above-stated address, and proof of 
service should be filed with the request. At any time 
after said date, the declaration, as filed or as it may be 
amended, may be permitted to become effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 501/March 1, 1978 


The Securities and Exchange Commission has issued a 
notice giving interested persons until March 23, 1978 to 
request a hearing on an application by American 
Airlines, Inc. pursuant to Section 310(b)(1)(ii) of the 
Trust Indenture Act of 1939 declaring that the 
trusteeship of Bankers Trust Company under an 
existing indenture and under a proposed equipment 
trust agreement is not so likely to involve a material 
conflict of interest as to make it necessary in the public 
interest or for the protection of investors to disqualify 
Bankers Trust Company from acting as trustee under 
one of these indentures. 











INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10131A/March 2, 1978 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 616A/March 2, 1978 


Administrative Proceeding File No. 3-5387 
In the Matter of 


AMERICAN GENERAL CAPITAL MANAGEMENT, INC. 
2727 Allen Parkway 

Houston, Texas 77019 

(801-1669) 


CHARLES T. BAUER 
33 E. Broad Oaks 
Houston, Texas 77056 


ERNEST H. YOUNT, Ill 
5323 Beverlyhill 
Houston, Texas 77056 


ORDER AMENDING FINDINGS AND ORDER IMPOS- 
ING REMEDIAL SANCTIONS 


The Commission by order dated February 23, 1978 
having entered Findings and Order Imposing Remedial 
Sanctions in this matter, 


HEREBY ORDERS, that said Findings and Order be, 
and they hereby are, amended by deleting the last full 
paragraph of said Findings and Order, which paragraph 
concerned the retention of jurisdiction. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10138/February 24, 1978 


In the Matter of 


SENTINEL BOND FUND, INC. 
SENTINEL GROWTH FUND, INC. 


SENTINEL TRUSTEES FUND, INC. 
National Life Drive 
Montpelier, Vermont 05602 


and 


SENTINEL GROUP FUNDS, INC. 
One Exchange Place 
Jersey City, New Jersey 07302 


(812-4257) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
17(b) OF THE ACT FOR AN ORDER EXEMPTING 
PROPOSED TRANSACTIONS FROM SECTION 17{(a) 
OF THE ACT 


NOTICE IS HEREBY GIVEN that Sentinel Bond Fund, 
Inc. (“Bond Fund”), Sentinel Growth Fund, Inc. 
(“Growth Fund”), Sentinel Trustees Fund, Inc. 
(“Trustees Fund”) (hereinafter collectively referred to 
as the “Sentinel Funds”), and Sentinel Group Funds, 
Inc. (“Group Funds”) (the Sentinel Funds and Group 
Funds hereinafter collectively referred to as the 
“Applicants”), Maryland corporations, each of which is 
an open-end, diversified, management investment 
company registered under the Investment Company 
Act of 1940 (the “Act”), have filed an application on 
January 12, 1978, and an amendment thereto on 
February 21, 1978, pursuant to Section 17(b) of the Act, 
for an order exempting from the provisions of Section 
17(a) of the Act proposed mergers of each of the 
Sentinel Funds into Group Funds. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicants propose, in accordance with Maryland law, 
that Trustees Fund be merged into the Sentinel 
Common Stock Fund class of stock of Group Funds, 
one of the three existing classes of stock of Group 
Funds; that Growth Fund be merged into a new class 
of stock of Group Funds to be known as “Sentinel 
Growth Fund”; and inat Bond Fund be merged into a 
new class of stock of Group Funds to be known as 
“Sentinel Bond Fund.” If the proposed mergers are 
consummated, Group Funds will be the surviving cor- 
poration and the separate corporate existence of each 
of the Sentinel Funds will cease. 


National Life Investment Management Company, Inc. 
(“NLIM”), a wholly-owned subsidiary of National Life 
Insurance Company, is the investment adviser of each 
of the three Sentinel Funds, and Sentinel Advisors, 
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Inc. (“SAI”), a wholly-owned subsidiary of NLIM, is the 
investment adviser to Group Funds. Of the nine 
directors of Group Funds and the seven directors of the 
Sentinel Funds, five are the same persons. An ad- 
ditional director of Sentinel Funds has been nominated 
for election as a director of Group Funds. 


The primary reason for the proposed mergers, ac- 
cording to the application, is to combine the present 
structure of four corporations with two investment ad- 
visers into one corporation with five classes of stock 
and one investment adviser so as to achieve efficien- 
cies and economies of management. Since Group 
Funds will be the surviving corporation, the surviving 
adviser will be SAl. Applicants state that SAIl’s 
management fees are lower than those charged by 
NLIM. 


The application states that, upon consummation of the 
respective mergers, the shares of Bond Fund will 
become an equal number of shares of the Sentinel 
Bond Fund class of Group Funds with the same ag- 
gregate value as prior to the merger; the shares of 
Growth Fund will become an equal number of shares of 
the Sentinel Growth Fund class of Group Funds with 
the same aggregate value as prior to the merger; and 
Trustees Fund shareholders will exchange their shares 
for shares of Sentinel Common Stock Fund class of 
Group Funds having the same aggregate value as the 
shares they held prior to the merger; except that in 
each case there may be a small difference because 
Group Funds values certain securities (“Non-traded 
Securities”) at the mean between bid and ask prices 
whereas the Sentinel Funds value such securities at 
the bid price. Non-traded securities are those 
securities (1) which were not traded on the day of 
valuation on a national securities exchange, or (2) for 
which the primary market is “over-the-counter.” Each 
share of Trustees Fund will be converted into that 
number of shares of Sentinel Common Stock Fund 
class of Group Funds determined by dividing the net 
asset value per share of Trustees Fund as of the close 
of business on the day preceding the effective date of 
the merger by the net asset value per share of Sentinel 
Common Stock Fund class of Group Funds at that 
time. Applicants state that, for purposes of the 
mergers, Non-traded Securities will be valued at the 
mean between bid and ask. 


According to the application, Group Funds is a series 
type company that as of November 30, 1977, had net 
assets of $289,851,810 in three different series or 
classes of stock as follows: Sentinel Common Stock 
Fund, with net assets of $265,820,568 as of November 
30, 1977, which seeks a combination of growth of 
principal and income; Sentinel Balanced Fund, which 
seeks a conservative combination of stability, income 
and growth; and Sentinel Apex Fund, which seeks long 
term growth of principal. The primary investment 
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objective of Bond Fund is to seek a high level of 
continuing income consistent with the preservation of 
capital; at November 30, 1977, it had $4,906,121 in net 
assets. Growth Fund has as its primary investment 
objective the growth of capital; at November 30, 1977 it 
had $13,470,060 in net assets. Trustees Fund has as its 
primary objective the achievement of above average 
investment return, consistent with preservation of 
capital, irrespective of whether the source of such 
return is income or capital growth; at November 30, 
1977, it had net assets of $15,766,776. 


In the opinion of counsel to the Sentinel Funds, and of 
counsel to Group Funds, no gain or loss will be 
realized or recognized, for federal income tax 
purposes, by either the Sentinel Funds or Group Funds 
or their shareowners by reason of the proposed merger. 
Prior to the effective date of the mergers, each of the 
Sentinel Funds will declare a distribution to its share- 
holders of its accrued income and realized capital gain 
as may be necessary to maintain its status as a 
regulated investment company under the _ Internal 
Revenue Code of 1954, as amended. No effect has been 
given to any relative disparities in the tax consequence 
of unrealized appreciation or depreciation in the 
respective portfolio securities. Applicants assert that 
these factors are not material in the case of the 
proposed mergers because of the speculative nature of 
the probability that possible tax benefits will be 
realized in the future. 


The incremental cost of holding the annual meetings of 
shareholders of the Sentinel Funds chargeable to the 
merger, plus other costs related to the merger, is 
estimated by Applicants to be $11,952, $40,632 and 
$38,821 for Bond Fund, Growth Fund and Trustees 
Fund, respectively, which amounts will be borne by 
those funds respectively. Applicants assert that this is 
fair and reasonable because they estimate that, by 
reason of the mergers, annual savings will result of 
$9,266, $81,289 and $31,810 for the shareholders of 
Bond Fund, Growth Fund and Trustees Fund, 
respectively. The cost is in connection with the merger 
to the present Group Funds is estimated by Applicants 
to be approximately $49,000 allocated $1,372 to Apex 
Fund, $2,695 to Balanced Fund and $44,933 to Com- 
mon Stock Fund. Applicants also assert this to be fair 
and reasonable in view of annual savings they 
anticipate of $3,083, $2,587 and $64,492 for Apex 
Fund, Balanced Fund and Common Stock Fund, 
respectively. 


Applicants state that although some reduction in 
expenses of NLIM and SAI are anticipated, such re- 
duction will be offset by reduced management fees. 
Applicants conclude that the proposed mergers will 
not benefit NLIM and SAI economically. Thus, it is not 
proposed that either SAI or NLIM bear any portion of 
the merger expenses. However, as discussed below, 





NLIM has agreed to reimburse the Sentinel Funds an 
aggregate of $95,919. 


According to the application, on February 1, 1976, the 
Sentinel Funds entered into advisory agreements with 
NLIM providing for an increase in the advisory fee to 
0.75% per annum of each Fund’s average net assets. 
However, the charter of each Sentinel Fund limited, 
inter alia, the amount which each such Fund could pay 
for investment advisory fees to 0.5% per annum of 
average net assets. Applicants assert that both the 
Sentinel Funds’ Directors and NLIM were unaware of 
such limitation when those advisory agreements had 
been submitted for shareholder approval, and that the 
Directors agree that if they had known of such limita- 
tion they would have approved a proposal to amend the 
charters to eliminate the restriction. The Sentinel 
Funds state their belief that such amendment would 
have received approval by the shareholders of each of 
the Sentinel Funds. According to the application, from 
February 1, 1976, through November 7, 1977, the net 
advisory fees paid or accrued by the Sentinel Funds 
exceeded the 0.5% limitation by $125,919 in the 
aggregate. 


The application states that, in view of the fact that the 
charters had not been amended as described above, a 
settlement was reached between the Sentinel Funds’ 
Directors and NLIM under which NLIM agreed to waive, 
after November 7, 1977, its rights under the advisory 


agreements to the amount of the fee which exceeds the 
0.5% limitation, pending consummation of the 
proposed mergers. It also agreed to credit each 
Sentinel Fund, on a daily basis against its advisory 
fees, amounts which, in the aggregate, total $30,000. 
Applicants state that, subsequently, during the course 
of preparation of the application herein and the related 
proxy statement and prospectus, NLIM has agreed to 
reimburse each Sentinel Fund certain additional 
amounts of the costs of the shareholder meetings and 
costs relating to the merger. With respect to each 
Sentinel Fund, Applicants state, such additional 
amounts, plus the amounts of the settlements 
described above, equal the entire advisory fees paid in 
excess of the 0.5% charter limit. 


According to the application, no person owns 
beneficially, directly or indirectly, 25% of the voting 
securities of any of the Applicants except that National 
Life Insurance Company and its affiliates own 201,564 
shares of Bond Fund, representing 32.0% of its 
outstanding stock. Applicants conclude that they are 
presumed: not to be under common control. As noted 
above, however, SAI, the investment adviser of Group 
Funds, is a wholly-owned subsidiary of NLIM, the in- 
vestment adviser of the Sentinel Funds, and Applicants 
have certain directors in common. Applicants state 
that, consequently, they may be deemed to be under 
common control (although such common control is not 


admitted by any of them) and therefore may be deemed 
to be affiliated persons of each other for purposes of 
the Act. 


Section 17(a) of the Act, in pertinent part, provides that 
it shall be unlawful for any affiliated person of a re- 
gistered investment company knowingly to sell to or 
purchase from such registered investment company 
any security or other property. Section 17(b) of the Act 
provides that the Commission, upon application, shall 
exempt a proposed transaction from the provisions of 
Section 17(a) if evidence establishes that the terms of 
the proposed transaction, including the consideration 
to be paid or received, are reasonable and fair and do 
not involve overreaching on the part of any person con- 
cerned, and that the proposed transaction is consistent 
with the policy of each registered investment company 
concerned and with the general purposes of the Act. 
Applicants seek an order of the Commission pursuant 
to Section 17(b) of the Act exempting the proposed 
mergers from the provisions of Section 17(a) of the 
Act. 


Applicants assert that the terms of the proposed 
transactions, including the basis for the exchange of 
shares of each of the Sentinel Funds, are reasonable 
and fair and do not involve overreaching on the part of 
any person concerned, since the proposed trans- 
actions are to be effected on the basis of their relative 
net asset value. 


Applicants further assert that the proposed transaction 
will be consistent with the policy of each registered in- 
vestment company concerned, as recited in its 
registration statement and reports filed under the Act. 
They state that nothing in the recited policy of any of 
the Applicants forbids the proposed reorganization. 
They state further that the shareholders of each of the 
Sentinel Funds are being fully advised by its proxy 
statement and accompanying prospectus of the invest- 
ment policies of the fund of which they will become 
shareholders if the merger is effected. Each of the 
mergers will serve, according to the Applicatns, to 
reduce the per share amount of certain fixed expenses 
which presently duplicate each other, such as the 
expense of shareholder reports, legal and auditing, 
Commission filings, shareholders meetings and other 
administrative costs. Applicants’ managements believe 
that the savings resulting from the larger size of the 
merged funds should result in a reduction of the 
expense ratio of each of them. Applicants also assert 
that the proposed transaction is consistent with the 
general purposes of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 21, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
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such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the addresses stated above. Proof of 
such service (by affidavit or, in the case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, 
or advice as to whether a hearing is ordered, will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10139/February 24, 1978 


In the Matter of 


PHILADELPHIA FUND, INC. 
EAGLE GROWTH SHARES, INC. 
and 

UNIVERSAL PROGRAMS, INC. 


110 Wall Street 
New York, New York 10005 


(812-4246) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT. 
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NOTICE IS HEREBY GIVEN that Philadelphia Fund, 
Inc., and Eagle Growth Shares, Inc. (the ‘‘Fund(s)’’), 
each of which is registered under the Investment 
Company Act of 1940 (the ‘‘Act’’) as a diversified, 
open-end, management investment company, and 
Universal Programs, Inc. (‘‘UPI’’) referred to together 
with the Funds as ‘‘Applicants’’), investment adviser 
for the Philadelphia Fund and the principal under- 
writer of both of the Funds filed an application on 
December 9, 1977, and an amendment thereto on 
February 3, 1978, pursuant to Section 6(c) of the Act, 
for an order exempting from the provisions of Section 
22(d) of the Act proposed sales of shares of the Funds 
without sales charges in connection with the ‘‘Savings 
Reinvestment Privilege’’ discussed below. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


Applicants propose to offer to Fund shareholders, 
subject to the laws and regulations of the state or 
other jurisdiction in question, the privilege (‘‘Redemp- 
tion Deposit Privilege’) of redeeming all or part of 
their investment in a Fund and depositing the pro- 
ceeds in savings accounts (‘‘Savings Account(s)’’) to 
be established with the Funds’ transfer agent and 
custodian, The Bank of New York (the ‘‘Bank’’). 


Applicants state that redemptions of Fund shares 


pursuant to the Redemption Deposit Privilege will be 


at the Fund’s then current net asset value. They 
propose that amounts so deposited to Savings 
Accounts which have remained continuously on 
deposit, plus any interest credited thereon, may be re- 
invested in shares of either or both of the Funds at the 
then current net asset value of the Fund in question 
without payment of any sales charge (the ‘‘Savings 
Reinvestment Privilege’’, referred to together with the 
Redemption Deposit Privilege as ‘‘Privileges’’). The 
application states that for the purpose of administering 
the proposed Privileges, the Bank would establish a 
separate type of savings account administered by its 
Mutual Fund Department; that deposits to the Savings 
Accounts would consist only of the proceeds of 
redemptions of shares pursuant to the exercise of a 
Redemption Deposit Privilege and interest paid 
thereon; and that depositors would be issued a 
statement rather than a passbook. 


Applicants further state that only amounts which 
remain continuously on deposit in a Savings Account 
will be eligible for reinvestment in the Funds without 
sales charge, and that, if a shareholder withdrew 
monies from his Savings Account without so rein- 
vesting, he could not subsequently redeposit them into 
the Savings Account designed for the proceeds of 
redemption. Applicants assert that amounts on 





deposit in both Savings Accounts and passbook 
accounts will bear interest at the same rate (presently 
5% per annum, compounded and credited monthly), 
and that the Savings Accounts will be subject to the 
same rules and regulations as all ‘‘day of deposit to 
day of withdrawal’’ passbook accounts maintained 
with the Bank (except that statements rather than 
passbooks will be issued on Savings Accounts). Appli- 
cants state that no interest presently is credited on a 
‘*day of deposit to day of withdrawal’’ basis unless an 
account contains a minimum balance of $25.00 at the 
end of the month. The application states that the 
Bank has agreed to perform the services required for 
administering the Privileges without charge. 


The application states that shareholders of each of the 
Funds presently have the option of exchanging their 
shares in one Fund into shares of the other Fund on 
the basis of their respective net asset values, without 
sales charge (the ‘‘Exchange Privilege’); however, 
under the Exchange Privilege, a service charge in the 
amount of $5.00 is imposed by UPI on an exchange of 
shares. Applicants state, that under the proposed 


Privileges, shareholders of either Fund may deposit 
the proceeds of redemption of one Fund into a Savings 
Account and later reinvest such deposited amounts, 
plus interest, in shares of the other Fund. They also 
state that in such circumstances an investor would be 
considered to be exercising not only the Savings 
Reinvestment Privilege, but the Exchange Privilege as 


well; therefore, a $5.00 charge would be imposed by 
UPI on such investment. Applicants believe that this 
procedure will preserve the integrity of the Exchange 
Privilege by assuring that shareholders who exchange 
shares of one Fund for shares of the other Fund will be 
treated alike regardless of whether an exchange of 
shares is made directly or indirectly via a Savings 
Account. 


The application states that forms for use by 
shareholders desiring to exercise either a Redemption 
Deposit Privilege (concurrently authorizing the Bank 
to open a Savings Account), or a Savings Reinvest- 
ment Privilege, will be available from either UPI or the 
Bank. The application also states that a prospectus for 
the Fund designated by a shareholder who notifies 
UP! or the Bank of a desire to exercise a Savings 
Reinvestment Privilege with respect to a Fund for 
which such shareholder does not already have an open 
account will be delivered to such shareholder by UPI. 
Applicants state that the Privileges may be terminated 
at any time by the Fund, the Bank or UPI. However, 
they state also that, in order to afford an opportunity 
to those investors who have exercised the Redemption 
Deposit Privilege to reinvest amounts deposited in the 
Savings Account prior to the effective date of any such 
termination, UPI will send, at least 60 days prior to the 
effective date of any such termination, by first-class 


mail to all such investors at their last addresses as 
shown in the records of the Bank, a written notice in- 
forming them of: (1) tne termination of the Privileges, 
(2) the effective date thereof and (3) tneir opportunity 
to exercise the Savings Reinvestment Privilege prior to 
the effective date of such termination. 


Section 22(d) of the Act provides, in part, that no re- 
gistered investment company, or its principal 
underwriter, may sell redeemable securities issued by 
that investment company except at a current public 
offering price described in the investment company’s 
prospectus. The application states that shares of the 
Funds are currently offered to the public at a price 
based on their net asset value plus a sales charge that 
varies with the quantity of securities purchased. Ap- 
plicants state that sales of Fund shares at net asset 
value, pursuant to the Savings Reinvestment Privi- 
lege, may violate Section 22(d). They therefore re- 
quest an order exempting them and the proposed 
transactions herein from the provisions of that Section. 


Applicants assert that the purpose of the proposed 
Savings Reinvestment Privilege is to give shareholders 
who may desire to shift their investment temporarily 
from equities to an interest-paying investment the 
opportunity subsequently to retransfer their invest- 
ment from the Savings Account to Fund shares 
without having to pay an additonal sales charge, and 
that the Privileges are designed to encourage the use 
of the Funds as long-term investment vehicles. Appli- 
cants also assert that no sales charge should be 
required upon exercise of the Savings Reinvestment 
Privilege because, in connection therewith, (1) no 
sales effort is involved, and (2) no commission will be 
paid to any dealer. They submit that granting the 
requested exemption will be consistent with the 
purposes of Section 22(d) of the Act in that the 
proposed Privileges would be available to all present 
or future shareholders of the Funds on precisely the 
same basis, and will not involve discrimination among 
investors. 


Section 6(c) of the Act provides, in part, that the 
Commission may, by order upon application, condi- 
tionally or unconditionally exempt any person, 
security, or transaction, or any class of persons, secu- 
rities or transactions, from any provisions of the Act or 
the rules thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 20, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
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statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in the case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10140/February 27, 1978 


in the Matter of 


TEMPLETON GROWTH FUND, LTD. 
155 University Avenue 
Toronto, Ontario M5H 3B7 


TEMPLETON WORLD FUND, INC. 
50 North Franklin Turnpike 
Hohokus, New Jersey 07423 


and 


SECURITIES FUND INVESTORS, INC. 
50 North Franklin Turnpike 
Hohokus, New Jersey 07423 
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(812-4245) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN 
EXEMPTION FROM SECTION 22(d) OF THE ACT 
AND PURSUANT TO SECTION 11(a) TO PERMIT 
OFFERS OF EXCHANGE 


NOTICE IS HEREBY GIVEN that Templeton Growth 
Fund, Ltd. (‘‘Growth Fund’’), a Canadian corporation 
registered as an open-end, diversified management 
investment company under the Investment Company 
Act of 1940 (‘‘Act’’), Templeton World Fund, Inc. 
(‘World Fund’’), a Maryland corporation, registered 
as an open-end, diversified management investment 
company under the Act, and Securities Fund In- 
vestors, Inc. (‘‘SFI’’), the principal underwriter for 
Growth Fund and World Fund (collectively, the 
‘‘Applicants’’), filed an application on December 8, 
1977, and an amended application on January 24, 
1978, for an order of the Commission (1) pursuant to 
Section 11(a) of the Act to permit both Growth Fund 
and World Fund to offer to exchange their respective 
common shares for common shares of the other fund 
on the basis of their relative net asset values per 
share at the time of the exchange except for a $5.00 
exchange fee (the ‘‘Interchange Privilege’) and (2) 
pursuant to Section 6(c) of the Act to exempt 


Applicants from the provisions of Section 22(d) of the 
Act and the rules thereunder to the extent necessary 


to permit such offers of exchange. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Both Growth Fund and World Fund have substantially 
the same investment policy and investment 
restrictions, namely, a flexible policy of investing in 
stocks and debt obligations of companies and govern- 
ments of any nation, with the investment objective of 
long-term capital growth. They have the same 
investment manager, Templeton Investment Counsel 
Limited, a company owned by an operated under the 
direction of John M. Templeton. They also have the 
same principal underwriter, SFI, and the same trans- 
fer agent and custodian bank, New England 
Merchants National Bank (the ‘‘Bank’’). 


SFI, as principal underwriter, maintains a continuous 
public offering of the shares of growth Fund and 
World Fund at their net asset value plus a sales 
charge. On purchases of less than $10,000, the 
maximum sales charge for both funds is 8.5% of the 
offering price, with the sales charge reduced on larger 
purchases. There is no sales charge imposed on the 


~~ 





reinvestment of dividends and capital gains from 
shares of either Growth Fund or World Fund. 


Applicants propose to permit a shareholder of either 
Growth Fund or World Fund to redeem his shares and 
use the proceeds to purchase shares of the other fund 
at relative net asset value per share at the time of the 
exchange and without payment of the customary sales 
charges. A holder of shares of either of the Templeton 
Funds (Growth Fund or World Fund) will authorize the 
Bank to redeem his shares in the fund presently 
owned and to invest the proceeds of such redemption 
in shares of the fund to be acquired. Upon receipt by 
the Bank of such investor’s properly executed 
authorization form, the Bank will redeem the shares of 
the Templeton Fund to be exchanged; transmit to the 
investor a confirmation of such redemption; apply the 
redemption proceeds, less a $5 service fee charged by 
the Bank each time that the Interchange Privilege is 
exercised, to the purchase of full and fractional shares 
of the Templeton Fund to be acquired at net asset 
value for the investor’s account (provided that the 
minimum initial amount of such investment is $500); 
and send a confirmation of such purchase to the 
investor. Although neither Growth Fund nor World 
Fund nor their principal underwriter, SFI, will impose 
any charge on an exchange of shares of either one of 
the Templeton Funds for shares of the other pursuant 
to the Interchange Privilege, a broker-dealer other 
than SFI may charge an investor a commission for 
handling such Interchange. 


Applicants state that the proposed Interchange 
Privilege will not be available to the proceeds from a 
redemption of shares of either Templeton Fund which 
are paid directly to the investor or at his direction to 
any person other than the other Templeton Fund and 
that the Templeton Funds have reserved the right to 
establish a limit on the number of exchanges pursuant 
to the Interchange Privilege which any investor may 
make within a prescribed period. The Interchange 
Privilege will be subject to termination or amendment 
by Growth Fund or World Fund at any time on six 
months notice. A prospectus of the fund to be ac- 
quired will be sent to the shareholder with the form 
necessary to exercise the Interchange Privilege. 


Section 11(a) provides, in part, that it shall be 
unlawful for any registered open-end company or any 
principal underwriter for such a company to make or 
cause to be made anoffer to the holder of a security fo 
such company or any other open-end investment 
company to exchange his security for a security in the 
same or another such company on any basis other than 
the relative net asset values of the respective securi- 
ties to be exchanged, unless the terms of the offer 
have first been submitted to and approved by the 
Commission. Section 22(d) of the Act provides, in 


pertinent part, that no registered investment company 
or principal underwriter thereof shall sell any 
redeemable security issued by such company to any 
person except at a current offering price described in 
the prospectus. 


Applicants contend that the Interchange Privilege 
passes on to the investor the cost savings realized by 
SFI in connection with the sales of those shares of the 
Templeton Fund acquired by the investor pursuant to 
the Interchange Privilege. They state that, because 
any investor eligible for the Interchange Privilege will 
have been an investor in shares of Growth Fund or 
World Fund, no additional sales efforts will be 
incurred by SFI and no sales charge should be 
imposed on the investor in connection with the 
exchange of his shares of one fund for those of the 
other. It is also asserted that the Interchange Privi- 
lege will not enable any investor to purchase his 
original investment in shares of Growth Fund or World 
Fund at a current offering price other than that 
described in their prospectuses and that no investor 
will avoid payment of the applicable sales charge on 
such original investment. Accordingly, it is asserted 
that it is fair and equitable that no sales charge be 
imposed on the investor in connection with his exer- 
cise of the Interchange Privilege. 


Section 6(c) of the Act provides, in part, that the 
Commission by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class of persons, secu- 
rities, or transactions from any provision or provisions 
of the Act and the rules promulgated thereunderl, if 
and to the extent such exemption is necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 21, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
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orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10141/February 27, 1978 


In the Matter of 

CONNECTICUT GENERAL LIFE INSURANCE 
COMPANY 

CG FUND, INC. 

CG INCOME FUND, INC. 


CG MONEY MARKET FUND, INC. 


CG MUNICIPAL BOND FUND, INC. 


and 


CG EQUITY SALES COMPANY 
Hartford, Connecticut 06152 


(812-4225) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN ORDER OF EXEMPTION 
FROM SECTION 22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that Connecticut Genral 
Life Insurance Company (‘‘CG Life’’), a Connecticut 
stock life insurance company, CG Fund, Inc., CG 
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Income Fund, Inc., CG Money Market Fund, Inc., and 
CG Municipal Bond Fund, Inc. (the ‘‘Funds’’), open- 
end diversified management investment companies 
registered under the Investment Company Act of 1940 
(‘‘Act’’), and CG Equity Sales Company (‘‘Equity 
Sales’’), the principal underwriter of the Funds and a 
wholly-owned subsidiary of Connecticut General 
Insurance Corporation, the parent corporation of CG 
Life (collectively referred to as ‘‘Applicants’’), have 
filed an application on November 17, 1977, and an 
amendment thereto on February 3, 1978, pursuant to 
Section 6(c) of the Act for an order of exemption from 
Section 22(d) of the Act to the extent necessary to 
permit inclusion of certain accumulated annuity 
values, or amounts as to which there is a statement of 
intention in effect for the purchase of such annuities, 
in determining the sales loads applicable to Fund 
share purchases where rights of accumulation, 
statements of intention, or aggregation of amounts 
invested are employed. Applicants further request an 
exemption from the provisions of Section 22(d) of the 
Act to the extent necessary to permit the sales of Fund 
shares at no-load where purchase payments represent 
transfers of certain accumulated annuity values within 
those limitations specified herein. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
therein which are summarized below. 


Purchasers of Fund shares are permitted to reduce the 


applicable sales load through the use of the right of 
accumulation, a statement of intention, and aggrega- 


tion of amounts invested in other Funds. Applicants 
state that these reductions in sales loads are consistent 
with the provisions of Rule 22d-1 under the Act. 


A significant portion of Fund sales involves tax quali- 
fied accounts (hereinafter referred to as ‘‘Retirement 
Plans’’). CG Life sells annuity products to Retirement 
Plans, providing a guarantee of principal and interest 
as well as significant insurance guarantees including a 
minimum death benefit and an annuity purchase rate 
guarantee. The CG Life annuities affected by this 
application (hereinafter referred to as ‘‘Retirement 
Annuities’’) are sold in conjunction with Fund shares 
as alternative or complementary funding vehicles for 
Retirement Plans. Such sales are handled by 
salesmen registered to sell both life insurance for CG 
Life and securities for Equity Sales. Consistent with 
this, the Funds and the Retirement Annuities are sold 
with identical sales loads which range from 7.5% to 
1.0% of their respective public offering prices. 


Notwithstanding the fact that the Funds and the Re- 
tirement Annuities apply identical sales loads, the 
effective aggregate sales load borne by a Retirement 
Plan may vary depending upon the amount of assets 
allocated between the Funds and the Retirement 





Annuities. This occurs presently because it is 
necessary to calculate the sales charge applicable to 
purchases of Funds without regard to purchases which 
may have been made of the Retirement Annuities. As 
a result, because of applicable breakpoints in the sales 
load structure and the inability to consider values 
accumulated under Retirement Annuities for purposes 
of the right of accumulation, a statement of intention, 
or the right of aggregation in the determination of 
sales load on Fund share purchases, a plan choosing to 
split its assets between Retirement Annuities and 
Funds will probably pay a higher sales charge than a 
plan that allocates all of its assets solely to one or the 
other. Applicants wish to eliminate this unintended 
result, creating a situation in which the sales load 
applied to any purchase payment will be the same 
regardiess of present or past allocations between 
Funds and Retirement Annuities. Similarly, 
Applicants wish to permit the no-load purchase of 
Fund. shares with amounts transferred from accumu- 
lated Retirement Annuity values in order to be 
consistent in their desire to charge only one sales load 
against present and future aiiocations of pian assets. 


Secton 22(d) provides, in part, that no registered 
investment company shall sell any redeemable 
security issued by it to any person except either to or 
through a principal underwriter for distribution or at a 
current public offering price described in the 
prospectus, and, if such class of security is being 
currently offered to the public by or through an 
underwriter, no principal underwriter of such security 
and no dealer shall sell any such security to any 
person except a dealer, a principal underwriter, or the 
issuer, except at a current public offering price 
described in the prospectus. 


Salesmen normally present information concerning 
both the Funds and Retirement Annuities whenb 
discussing and assessing a Retirement Plan’s needs 
with its fiduciary. For the same reasons that rights of 
accumulation and aggregation and statements of 
intention are permitted for fund complexes by Rule 
22d-1, Applicants believe such methods of sales load 
reduction should be extended to holders of Retirement 
Annuities and their interests therein. This is 
consistent with Applicants’ intention to consider the 
sale of Retirement Annuities and Funds as a single 
purchase decision. It is also consistent with the 
concept that the sale of Fund shares to a Retirement 
Annuity customer requires less selling effort in view of 
the salesman’s familiarity with the fiduciary and the 
fiduciary’s familiarity with the Funds. 


Where Fund shares are purchased with some portion 
of the accumulated value of a Retirement Annuity, 
Applicants wish to avoid the unnecessary duplication 
of sales charges which would result if such purchases 


were subject to a sales load. As stated previously, 
contributions into a Retirement Annuity will already 
have been assessed a full sales load and the Funds will 
already have been described in the initial selling 
effort. Moreover, Applicants anticipate that such 
transactions will occur not as a result of any selling 
effort but as a result of changes in a Retirement Plan’s 
investment objectives. Applicants believe that the 
imposition of any sales load under these circumstances 
imposes an unnecessary burden upon the fiduciary in 
meeting his responsibilities. Finally, by permitting 
the no-load purchase of Fund shares with Retirement 
Annuity cash values, Applicants and the Commission 
will be assured that salesmen are not engaged in the 
practice of ‘‘switching’’ in order to generate sales 
commissions. 


Consistent with Applicant’s intentions specified above, 
Applicants state that the Retirement Annuities will 
contain certain features which will discourage 
speculation and extreme shifts between the Retire- 
ment Annuities and the Funds. The Retirement 
Annuity contracts currently provide that no-load 
transfer of proceeds from the redemption of Fund 
shares to the Retirement Annuity may not exceed 10% 
of the value of the customer’s Fund share account in 
any one year. Applicants state that this is due 
primarily to two considerations. First, CG Life does 
not wish to create competing products which could en- 
courage substantial shifts of assets out of the Funds. 
Any such loss of Fund assets could impair Fund 
liquidity and thus force the untimely liquidation of 
portfolio securities and the concomitant incurring of 
additional portfolio commission expenses. Secondly, 
substantial shifts of assets into CG Life’s general 
account can cause a lower overall rate of return, since 
those new assets must frequently be placed into lower 
yield short-term instruments until such time as they 
can be properly invested. While it is unlikely that the 
restrictions on transfer imposed by the Retirement 
Annuity contracts will be changed by CG Life, any 
such change will require the approval of the inde- 
pendent directors of the Funds in order to help assure 
that such changes are not disadvantageous to the 
Funds. 


Alternatively, the Retirement Annuity contract limits 
to 10% the amount of its account value which can be 
withdrawn in any year without penalty to purchase 
Fund shares. This is so because of the significant 
insurance guarantees present in the Retirement 
Annuities and the potential adverse impact to the 
Retirement Annuities which could be caused by 
annuitants ‘‘selecting against’? CG Life. Applicants 
state that, consistent with the Act, no restrictions are 
placed on the purchase or redemption of Fund shares, 
and salesmen will not receive any compensation in 
advising or handling asset reallocations between 
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Funds and Retirement Annuities. All of the 
restrictions noted herein are a part of the Retirement 
Annuities, which are regulated by state insurance 
departments and subject to different regulatory 
requirements and objectives. 


Applicants undertake to implement certain safeguards 
which are intended to eliminate any possibility of 
abuse arising out of the transactoins described herein. 
First, Fund prospectuses, which are delivered 
annually to current shareholders, will disclose the 
applicable sales loads and existence of restrictions on 
transfers imposed by the Retirement Annuities. 
Secondly, all requests for reallocation of Retirement 
Plan assets will be accepted only after a request form 
has been signed by the Retirement Plan fiduciary and 
sent to Equity Sales. That form will again disclose 
restrictions on reallocations present in the Retirement 
Annuities. Finally, Equity Sales will subject all 
requests for reallocation of assets to its routine 
‘compliance check’’ which includes an examination as 
to whether such transactons are handled properly, and 
which helps to assure that the lowest possible sales 
load is applied against each purchase of Fund shares. 


Applicants state that the reductions in or elimination 
of sales load described above will not be unfair to 
present Fund shareholders since the per share value of 
Fund shares will not be diluted by such transactions 
which affect only the sales load charged. Moreover, to 
the extent that such incentives result in additional 
purchases of Fund shares, current shareholders may 
be advantaged by the increased ability of the Funds to 
offset redemptions with new purchases and the 
resulting ability of the Funds to maintain or increase 
their current level of portfolio investment. 


Section 6(c) of the Act provides, in part, that the Com- 
mission may conditionally or unconditionally exempt 
any person, security, or transaction, or any class or 
classes of persons, securities or transactions from any 
provision or provisions of the Act or any rule or regu- 
lation thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 20, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
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addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an attorney- 
at-law, by certificate) shall be filed contemporaneous- 
ly with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10142/February 27, 1978 


In the Matter of 


STATE MUTUAL LIFE ASSURANCE 
COMPANY OF AMERICA 

440 Lincoln Street 

Worcester, Massachusetts 01605 


(812-4242) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that State Mutual Life 
Assurance Company of America (‘‘Insurance Com- 
pany’’), a mutual life insurance company organized 
under the laws of the Commonwealth of Massachu- 
setts, filed an application on December 5, 1977, for an 





order, pursuant to Section 17(d) of the Invesiment 
Company Act of 1940 (‘‘Act’’) and Rule 17d-1 
thereunder, permitting the acquisition by the 
Insurance Company of $1,600,000 of Subordinated 
Notes of Northwest Acceptance Corporation (‘‘North- 
west’’) in exchange for identical notes of Union Invest- 
ment Company (‘‘Union’’). All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations contained 
therein, which are summarized below. 


Pursuant to an order of the Commission issued on 
February 12, 1973 (Investment Company Act Release 
No. 7665), corrected on February 27, 1973 (Investment 
Company Act Release No. 7698), and amended on July 
28, 1976 (Investment Company Act Release No. 9371) 
(Collectively referred to as the ‘‘Order’’), the 
Insurance Company, which acts as investment adviser 
for State Mutual Securities, Inc. (hereinafter referred 
to as ‘‘Fund’’ or ‘‘investment Company’’), a 
closed-end, diversified investment company registered 
under the Act, is permitted to invest concurrently in 
each issue of securities purchased by the Fund at 
direct placement in an amount equal to the amount 
invested in such issue by the Fund and to exercise 
warrants, conversion privileges and other such rights 
at the same time and in the same amount as the Fund 
unless the security to be purchased is a long-term debt 
obligation without equity participation. The Order is 


subject to several conditions, one of which requires, 
generally, that purchases at direct placement of 
securities which would be consistent with the 
investment policies of the Fund be shared equally by 


the Insurance Company and the Fund. Another 
condition is that once the Insurance Company and the 
Fund have acquired interests in an issuer, neither the 
Insurance Company nor the Fund, unless otherwise 
permitted by order of the Commission, may acquire 
any further interest in such issuer or in any affiliated 
person of such issuer, or in securities issued by such 
issuer or affiliated person, other than interests in all 
respects identical. 


The Insurance Company represents that the Insurance 
Company and the investment Company each 
concurrently hold $875,000 principal amount of 8 
5/8% Subordinated Notes due 1988 of Northwest 
issued by Northwest in equal amounts of $437,500 on 
February 7, 1974 and June 13, 1974 (‘Northwest 
Notes’’). The Insurance Company states that it also 
holds $600,000 of 712% Subordinated Notes due 1983 
of Union and $1,000,000 of 9% Subordinated Notes 
due 1987 of Union (collectively, ‘‘Union Notes’’). The 
Investment Company owns no Union securities. 


Northwest is a wholly-owned subsidiary of Orbanco, 
Inc. (‘‘Orbanco’’), a financial services holding 


company. The Insurance Company states that 
Orbanco and Union have approved an agreement pro- 
viding for the merger of Union and Northwest, subject 
to approval by shareholders of Union at a meeting 
scheduled to be held on January 30, 1978. Con- 
summation of the merger is also dependent upon 
approval by the Board of Governors of the Federal 
Reserve System, issuance of an Internal Revenue 
Service tax ruling, and the consent of certain lenders 
and preferred stockholders of Northwest and Union. 


The Insurance Company states that under the merger 
agreement all of the long-term noteholders of Union 
will become noteholders of Northwest on the same 
basis as their present relationships with Union, i.e., 
there would be no change in interest rate, level of 
debt, final maturity, or sinking fund requirement with 
respect to any lenders as a result of the merger. 


It is submitted that the issuance of the new Northwest 
securities to the Insurance Company in exchange for 
the Union Notes owned by the Insurance Company 
may be deemed to be an acquisition of further 
interests in Northwest which will not be shared equally 
with the Investment Company, and that the Insurance 
Company would, therefore, not be permitted, within 
the terms of the Order, to exchange its Union Notes 
for the new Northwest securities pursuant to the 
merger unless it obtains a further order specifically 
permitting such acquisitions. 


Section 17(d) of the Act and Rule 17d-1 thereunder 
provide that an affiliated person of a registered invest- 
ment company, acting as principal, may not effect any 
transaction in which such investment company is a 
joint participant without the permission of the Com- 
mission. In passing upon applications for orders 
granting such permission, the Commission will 
consider whether the participation of the investment 
company in such joint enterprise or arrangement on 
the basis proposed is consistent with the provisions, 
policies, and purposes of the Act, and the extent to 
which such participation is on a basis different from or 
less advantageous than that of other participants. 


The Insurance Company submits that its proposed 
acquisition of the new Northwest securities is not dis- 
advantageous to the Fund and is consistent with the 
provisions, policies, and purposes of the Act. As a 
result of the merger, Northwest should have the 
benefit of increased operating efficiencies, a larger 
capital base, and increased assets. Accordingly, the 
Insurance Company asserts the merger should impact 
favorably upon Northwest’s credit standing, and would 
thereby benefit both the Insurance Company and the 
Investment Company as current holders of Northwest 
Notes. It is further stated that the proposed acquisiton 
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by the Insurance Company of the new Northwest 
securities in exchange for its Union Notes pursuant to 
the merger will not be disadvantageous to the 
Investment Company because such Northwest secu- 
rities will have the same subordinated creditor status 
as the Northwest Notes and because the Investment 
Company’s position as a holder of Northwest Notes 
should be improved as a result of the merger. The 
Insurance Company further asserts that the new 
Northwest securities to be acquired pursuant to the 
merger should be of higher quality than the Union 
Noies. Finally, the Insurance Company believes that 
it vould be disadvantaged if it were not permitted to 
ex. ange its Union Notes for the new Northwest 
se urities pursuant to the merger. 


N TICE IS FURTHER GIVEN that any interested 
p« son may, not later than March 24, 1978, at 5:30 
p m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicent at the address stated above. Proof of such 
service (by affidavit or, in the case of an attorney- 


at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 


mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matier, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10143/February 28, 1978 


In the Matter of 
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HARTFORD VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 


SEPARATE ACCOUNT #2 
Hartford Plaza 
Hartford, CT 06115 


(811-2227) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On January 18, 1978, a notice was issued (investment 
Company Act Release No. 10094) stating that Hartford 
Variable Annuity Life Insurance Company Separate 
Account #2 (“Applicant”), a separate account of Hart- 
ford Variable Annuity Life Insurance Company, a Con- 
necticut stock life insurer, which is registered as a unit 
investment trust under the Investment Company Act of 
1940 (“Act”), filed an application on November 23, 
1977, pursuant to Section 8(f) of the Act, for an order of 
the Commission declaring that Applicant has ceased to 
be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT 1S ORDERED that the registration of Hartford 
Variable Annuity Life Insurance Company Separate 
Account #2 under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10144/February 28, 1978 


In the Matter of 


HARTFORD VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 





SEPARATE ACCOUNT #3 
Hartford Plaza 
Hartford, CT 06115 


(811-2370) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On January 18, 1978, a notice was issued (Investment 
Company Act Release No. 10095) stating that Hartford 
Variable Annuity Life Insurance Company Separate 
Account #3 (“Applicant”), a separate account of 
Hartford Variable Annuity Life Insurance Company, a 
Connecticut stock life insurer, which is registered as a 
unit investment trust under the Investment Company 
Act of 1940 (“Act”), filed an application on November 
23, 1977, pursuant to Section 8(f) of the Act, for an 
order of the Commission declaring that Applicant has 
ceased to be an investment company as defined in the 
Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED that the registration of Hartford 
Variable Annuity Life Insurance Company Separate 
Account #3 under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10145/March 1, 1978 


In the Matter of 
CHRISTIANA SECURITIES COMPANY 


Du Pont Building 
Wilmington, Delaware 19898 


(811-366) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY. 


Christiana Securities Company (‘Christiana’), a 
closed-end, non-diversified, management investment 
company registered under the Investment Company 
Act of 1940 (“Act”), filed an application on August 8, 
1977, and an amendment thereto on November 1, 1977, 
pursuant to Section 8(f) of the Act, for an order of the 
Commission declaring that Christiana has ceased to be 
an investment company as defined in the Act. 


On January 30, 1978, a notice (Investment Company 
Act Release No. 10108) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
Christiana has ceased to be an investment company. 
Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Christiana shall forth- 
with cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10146/March 1, 1978 


In the Matter of 
PLIGROWTH FUND, INC. 
PLITREND FUND, INC. 


PLIYIELD FUND, INC. 
and 


PHILADELPHIA LIFE ASSET MANAGEMENT 
COMPANY 

111 North Broad Street 

Philadelphia, Pennsylvania 19107 
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(812-4263) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR TEMPORARY EX- 
EMPTION FROM PROVISIONS OF SECTION 15(c) OF 
THE ACT 


NOTICE IS HEREBY GIVEN tha Pligrowth Fund, Inc. 
(“Pligrowth”), Plitrend Fund, Inc. (“Plitrend”), and 
Pliyield Fund, Inc. (“Pliyield”), registered under the In- 
vestment Company Act of 1940 (“Act”) as diversified, 
open-end management investment companies (col- 
lectively, “‘Funds’’), and Philadelphia Life Asset 
Management Company, investment adviser to each of 
the Funds (“Adviser”) (collectively referred to with 
Funds as “Applicants”), filed an application on 
January 25, 1978, and an amendment thereto on 
February 23, 1978, pursuant to Section 6(c) of the Act, 
for an order of the Commission temporarily exempting 
Applicants from the provisions of Section 15(a) of the 
Act to permit the Adviser to continue to render invest- 
ment advisory services to the Funds after termination 
of its present investment advisory contracts with the 
Funds. All interested persons are referred to the 
application on file with the Commission for a state- 
ment of the representations contained therein, which 
are summarized below. 


Applicants state that Adviser is a wholly-owned sub- 
sidiary of Philadelphia Life Insurance Company (“PLI”) 
and was organized in 1967 for the purpose of serving as 
investment adviser to Pligrowth. Adviser serves 
presently as investment adviser to Pligrowth, Plitrend 
and Pliyield pursuant to investment advisory 
agreements dated November 19, 1974, March 1, 1975, 
and September 29, 1975, respectively. As required by 
Section 15 of the Act, each such advisory agreement 
provides for its automatic termination in the event of an 
assignment as defined in the Act. 


Applicants state that PLI has entered into a Plan and 
Agreement of Reorganization, dated October 25, 1977 
(““Agreement’’), with Tenneco Inc. (‘“‘Tenneco”’). 
Tenneco is a Delaware corporation which, together 
with its subsidiaries, is engaged in integrated oil and 
gas operations, natural gas transmission, manufactur- 
ing and shipbuilding, chemicals, packaging, agri- 
culture and land management and other businesses. 
Consummation of the transaction described in the 
Agreement is conditioned upon a number of matters 
described in the Agreement, including approval of the 
PLI shareholders. Under the terms of the Agreement, 
PLI would be merged with and into its wholly-owned 
subsidiary, PL! Delaware Life Insurance Corporation, a 
Delaware corporation (“PL! Delaware”); PL! Delaware 
would then be merged with and into Tenneco Delaware 
Life Insurance Corporation, a Delaware corporation and 
a wholly-owned subsidiary of Tenneco (“TDC”). Im- 
mediately thereafter, Tenneco will cause TDC to be 
merged with and into a new Pennsylvania life insurance 


292/SEC DOCKET 


company to be organized as a wholly-owned subsidiary 
of Tenneco (“New PLI”). As a result, New PLI will 
acquire all of the issued and outstanding capital shares 
of Adviser, and Tenneco will indirectly own all such 
shares. 


Section 15(a) of the Act provides, in pertinent part, that 
it shall be unlawful for any person to serve or act as an 
investment adviser of a registered investment company 
except pursuant to a written contract which has been 
approved by a vote of the majority of the outstanding 
voting securities of such registered company, and 
provides for its automatic termination in the event of 
its assignment. 


Section 2(a)(4) of the Act defines “assignment” to 
include any direct or indirect transfer of a controlling 
block of the assignor’s outstanding voting securities 
by a security holder of the assignor. Applicants assert 
that the reorganization of PLI will result in such an 
“assignment” of the investment advisory agreements 
with the Funds, and therefore, such investment 
advisory agreements will terminate automatically on 
the date the proposed reorganization is consummated. 


Applicants state that on January 24, 1978, the Board of 
Directors of each of the Funds, a majority of the 
directors of which are not “interested persons” of such 
Funds or of Adviser, approved, subject to approval by 
vote of a majority of the outstanding voting securities 
of each Fund, a new investment advisory agreement 
with the Adviser. Each such agreement is identical to 
the present investment advisory agreement between 
the Fund and the Adviser. 


Applicants further state that immediately following 
such Directors’ meetings, each of the Funds executed 
and delivered a letter agreement to the Adviser (“Letter 
Agreements”). Pursuant to the Letter Agreements, the 
Adviser has agreed to perform advisory services for the 
Funds for the period between the date of assignment of 
the present investment advisory agreements between 
such Funds and the Adviser and the dates of the 
respective meetings of shareholders on the same terms 
as are contained in the present investment advisory 
agreement between each such Fund and the Adviser. 
The Adviser’s obligations under the Letter Agreements 
will include the maintenance of expense guarantees as 
provided for under the present investment advisory 
agreements. Subject to receipt of the requested order 
exempting such payment from Section 15(a) of the Act, 
each Fund, in the Letter Agreement, in exchange for 
such services, has agreed to pay the Adviser an amount 
or amounts equal to the lower of the Adviser’s costs 
and expenses allocable to the rendering of advisory 
services to such Fund, or the fee specified in the 
present and proposed investment advisory agree- 
ments. If, however, an assignment is effected prior to 
receipt of the requested order of the Commission, the 





advisory services will be performed for the Funds at no 
cost until such order is received, or until shareholder 
approval of the new investment adivosry agreement is 
obtained, whichever occurs first. 


Each Fund has also agreed, however, that upon and 
subject to the approval of each Fund’s shareholders as 
described below and the receipt of this requested order 
exempting such payment from Section 15(a) of the Act, 
such Fund will pay to the Adviser an amount equal to 
the difference, if any, between the fee the Adviser 
would receive at the rate computed under the present 
investment advisory agreement and the amount 
actually paid to the Adviser on account of costs and ex- 
penses incurred by it, for the period commencing on 
the date of (i) the above assignment of the present in- 
vestment advisory agreement between the Fund and 
the Adviser or (ii) receipt of the requested order of the 
Commission if that assignment is effected before 
receipt of such order, and ending on the date of the 
next scheduled or special meeting of shareholders of 
such Fund called for the purpose of approving the new 
investment advisory agreement (“Interim Period”). 
Each of the Funds has also agreed that, at its next 
scheduled or special meeting of shareholders, it will 
present for consideration by its shareholders, among 
other things, the following proposals: 


(a) approval or disapproval of a new invest- 
ment adivosry agreement with the Adviser; 


(b) approval or disapproval of the payment 
to the Adviser by such Fund of an amount 
equal to the difference, if any, between the 
investment advisory fee the Adviser would 
receive at a rate computed under the present 
investment advisory agreement during the 
Interim Period and the amount paid to the 
Adviser for costs and expenses incurred by 
it during such period. 


Applicants represent that in 1978, annual meetings of 
shareholders of Pligrowth and Pliyield are scheduled 
for November 21, 1978. They further state, however, 
that the Board of Directors of Pligrowth and Pliyield 
have represented that they will call special meetings of 
shareholders within six months after the date of receipt 
of the requested order. It is further represented that if 
the above meetings of Pligrowth and Pliyield share- 
holders are not held within six months of the issuance 
of the requested order and the proposed votes are not 
taken, which Applicants do not presently anticipate, 
the Adviser will provide advisory services at no cost to 
either such Fund after such six month period until a 
meeting of its shareholders is held. Finally, Applicants 
state that the 1978 annual meeting of shareholders of 
Plitrend is scheduled for February 28, 1978. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission, by order upon application, may con- 


ditionally or unconditionally exempt any person, 
security or transaction from any provision of the Act or 
any rule or regulation thereunder, if and to the extent 
that such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


Applicants assert that the granting of the requested 
order is appropriate in the public interest and 
consistent with the protection of the investors of Pli- 
growth, Plitrend and Pliyield and with the purposes 
fairly intended by the policy and provisions of the Act, 
for the following reasons: 


(i) For each Fund, the present investment 
advisory agreement was approved by the 
shareholders on the following dates: Pli- 
growth—November 19, 1974; Plitrend—Feb- 
ruary 18, 1975; and Pliyield—March 23, 
1976. The renewal of each of such agree- 
ments for a one-year period was approved 
by the Board of Directors of the respective 
Funds on the following. dates: Pligrowth— 
November 15, 1977; Plitrend—August 24, 
1976 (for the period from March 1, 1977 
through February 28, 1978); and Pliyield— 
August 16, 1977. The new investment ad- 
visory agreements which, subject to 
shareholder approval, are proposed to be 
entered into by each of the Funds are 
identical to the investment advisory agree- 
ments approved on the foregoing dates. 
Each such new investment advisory agree- 
ment has been approved by a majority of the 
Directors of each Fund who are not 
“interested persons”. In addition, the new 
investment advisory agreements will be 
submitted to the shareholders of each Fund 
at their next scheduled or special meeting 
called for such purpose, and at such 
meeting each of the Funds will also submit 
to its shareholders the question of approval 
of the payment to the Adviser of investment 
advisory fees during the Interim Period at 
the rates provided in the investment 
advisory agreement between each such 
Fund and the Adviser in excess of the 
payments of costs and expenses incurred 
by the Adviser during such period. 


(ii) Funds have been advised by the 
Adviser, PLI, and Tenneco that after 
consummation of the reorganization, the 
Adviser will have substantially the same 
staff and capitalization as before the ac- 
quisition, and will be fully qualified to 
furnish the services provided under the 
present investment advisory agreements 
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and the Letter Agreements. It is anticipated 
that substantially all of the personnel of the 
Adviser who are presently engaged in 
providing advisory services for the Funds 
will continue to do so and all of the current 
Directors and principal officers of the Ad- 
viser will retain their respective positions. 


(iii) The requested exemption will be 
limited in duration from the date of the 
assignment until the next scheduled or 
special meeting of shareholders—expected 
to occur within six months after the date of 
receipt of the requested order in the case of 
Pligrowth and Pliyield, and on February 28, 
1978 in the case of Plitrend. 


(iv) Applicants do not believe that the ex- 
pense and time involved in calling a special 
meeting of shareholders for each Fund for 
the purpose of approving new investment 
advisory agreements with the Adviser prior 
to the date of the assignment is warranted 
because of the contingencies involved in the 
reorganization of PLI. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than March 27, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, 
or advice as to whether a hearing is ordered, will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10147/March 1, 1978 


In the Matter of 


EPOCH RESOURCES FUND, INC. 
8765 Montgomery Avenue 
Wyndmoor, Pennysivania 19118 


(811-2164) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On December 27, 1977, a notice was issued (Invest- 
ment Company Act Release No. 10073) of an applica- 
tion filed on April 14, 1977, with amendments thereto 
on July 1, 1977, and July 14, 1977, by Epoch Resources 
Fund, Inc. (“Epoch”), registered under the Investment 
Company Act of 1940 (the “Act”) as a diversified, 
open-end, management investment company, for an 
order of the Commission, pursuant to Section 8(f) of 
the Act, declaring that Epoch has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that 
Epoch has ceased to be an investment company. 
Accordingly, 


it is ordered, pursuant to Section 8(f) of the Act, that 
the registration of Epoch Resources Fund, Inc. under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





LITIGATION 





Litigation Release No. 8304/February 28, 1978 


S.E.C. v. NATIONAL INVESTMENT SERVICES, INC., 
et al. 

(U.S.D.C., S.D.N.Y.) 

78 Civil 725 (MEL) 





The Securities and Exchange Commission announced 
that on February 17, 1978, a civil injunctive action was 
filed in the United States District Court for the 
Southern District of New York against National Invest- 
ment Services, Inc. (“NIS”), Tanlinz Investment, Ltd. 
(“Tanlinz”), Quality Entertainment, Inc. (“Quality”), 
Michael Portasnik (‘“Portasnik”), Samuel Gottfried 
(“Gottfried”), and C.E. Feltner, Jr. (“‘Feltner”) seeking 
to enjoin the defendants from violations of the registra- 
tion and anti-fraud provisions of the federal securities 
laws. During the period alleged in the Complaint, NIS, 
a Delaware corporation, and Tanlinz, a Canadian 
corporation, were engaged in the sale of investment 
contracts in the form of motion picture tax shelters. 
Gottfried, an officer, director and shareholder of NIS, 
also sold Tanlinz investments. Feltner, a former 
director and officer of Quality, is an officer, director 
and shareholder of NIS. Portasnik is an officer, director 
and shareholder of Tanlinz. Quality is a Delaware 
corporation engaged in the distribution of motion 
picture films. 


The Commission also announced that simultaneously 
with the filing of the Complaint the Honorable Morris 
E. Lasker, United States District Judge, signed Final 
Judgments of Permanent Injunction by Consent as to 
defendants NIS, Gottfried, Feltner and Quality. The 
defendants, who neither admitted nor denied the al- 
legations of the Complaint, were enjoined from further 
violations of the registration and anti-fraud provisions 
of the federal securities laws with respect to any 
securities. 


The judgment further provided for ancillary relief in the 
instance of the defendant NIS. NIS was ordered to 
inform all past purchasers of NIS motion picture tax 
shelters that it would provide any such purchasers with 
the assistance of tax counsel in the event the 
purchasers’ tax returns were audited by the Internal 
Revenue Service or subject to any Internal Revenue 
Service or Tax Court proceeding. NIS was further 
ordered to provide such assistance of tax counsel at its 
expense and at no expense to the purchaser. 


The Commission’s Complaint alleges that from 1973 to 
the present the defendants offered for sale and sold to 
U.S. investors the unregistered securities of Tanlinz 
and NIS in violation of Sections 5(a) and 5(c) of the 
Securities Act of 1933 (“Securities Act”). The un- 
registered motion picture film tax shelters are allged to 
be investment contracts in that the essential income- 
producing efforts by which the investments would 
generate income and pay the purchase price of the 
films were made by the defendants; the investors per- 
formed a passive role only, limited to signing con- 
tracts, taking tax deductions and awaiting a return on 
their investment. 


The Complaint also alleges violations of Section 17(a) 


of the Securities Act and Section 10(b) of the Securities 
Exchange Act of 1934 (“Exchange Act”) and Rule 10b-5 
thereunder, in that the distribution of unregistered 
motion picture tax shelters was effected by means of 
materially misleading statements and omissions to 
state material facts. The misleading statements and 
omissions concerned, among other things: the owner- 
ship interests of NIS and Tanlinz in films sold; the 
valuation of the films; the ability of the films to 
generate revenue; the distribution income of the films; 
the deductibility of the purchase price of the films 
which had been financed in major part by non-recourse 
debt; and the payment of commissions or finders fees 
by NIS and Tanlinz to the purchasers’ tax advisors. 





Litigation Release No. 8305/February 28, 1978 


SEC v. INTERNATIONAL POSTAL SYSTEMS, INC., et 
al. 


(N.D. Miss.)(WC 78-14S) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, announced that on February 16, 1978, the 
Commission filed a civil injunctive action in federal 
district court at Oxford, Mississippi, naming Inter- 
national Postal Systems, Inc., Jackson, Mississippi; 
James Byron Waeckerle, Jay, Oklahoma; Thomas 
Franklin Tennison and Denzil Barnes, both Springfield, 
Missouri; George Michael Malone, Marks, Mississippi; 
and James Milton Tripp, Russellville, Arkansas. 


The complaint alleged that International Postal 
Systems, Inc., Waeckerle, Tennision, Barnes, Malone 
and Tripp violated the securities registration and anti- 
fraud provisions of the federal securities laws in con- 
nection with the sale and delivery after sale of un- 
registered common stock of International Postal 
Systems, Inc. 


International Postal Systems, Inc., Waeckerle, 
Tennison, Barnes, Malone and Tripp engaged in oral 
sales presentations which contained numerous false 
and misleading statements concerning among other 
thins, the financial condition of International Postal 
Systems, Inc., the use of proceeds derived from the 
sale of the securities and the nature of International 
Postal Systems, Inc., stock. 


The complaint further alleged that International Postal 
Systems, Inc., aided and abetted by Waeckerle, 
violated the transfer agent registration provision of the 
federal securities laws by performing the function of 
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transfer agent for shares of International Postal 
Systems, Inc., without being registered with the Com- 
mission. 





Litigation Release No. 8306/February 28, 1978 


SECURITIES AND EXCHANGE COMMISSION v. 
ARTHUR J. BAUM, et al. 

(United States District Court for the Central District of 
California) 

(Civil Action No. 78-0439 HP) (Pregerson, Judge) 


The Securities and Exchange Commission today 
announced that Dr. William M. Wilson (“Wilson”) of 
Downey, California, has consented to the entry of a 
Final Order by the United States District Court for the 
Central District of California, thereby settling in full the 
Commission’s case filed on January 31, 1978. 


The Commission’s Complaint, which sought injunctive 
relief, charged Wilson with violations of Sections 10(b) 
of the Securities Exchange Act of 1934 (“Exchange 
Act”) and Rule 10b-5 promulgated thereunder, from 
January, 1976 to January, 1977, in that during this 
period Wilson purchased a total of 7488 shares of 
Golden State Bancorporation (“Bancorp”) stock in the 
open market, while in possession of undisclosed 
insider information that the sale of Bancorp’s sole sub- 
sidiary, Golden State Bank, was being negotiated by 
the Chairman of the Board of Bancorp and its Board of 
Directors. At the time of his purchases, Wilson was a 
director of Bancorp. 


The Commission’s Complaint also alleged that Wilson 
did not timely file and filed false and misleading stock 
ownership reports with the Commission concerning 
his purchases of shares of Bancorp stock in violation 
of the reporting requirements of Section 16(a) of the 
Exchange Act and Rule 16a-1 promulgated thereunder. 


The terms of the Final Order prohibit Wilson from 
violating Sections 10(b) and 16(a) of the Exchange Act 
and Rules 10b-5 and 16a-1 promulgated thereunder, 
and order him to comply with the terms of an Under- 
taking. By the terms of the Undertaking, Wilson will 
offer to rescind his purchases of Bancorp’s shares and 
sell to Bancorp most of the shares subject to 
purchases which are not rescinded. Wilson will file 
corrected stock ownership reports with respect to the 
transactions in securities of Bancorp alleged in the 
Complaint. Wilson consented to the entry of the Final 
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Order without admitting or denying the allegations in 
the Commission’s Complaint. 


See also Litigation Release No. 8276/January 31, 1978. ~ 





Litigation Release No. 8307/February 28, 1978 


U.S. v. POLLACK 
(E.D. Pa. Information No. 78-8) 


Paul F. Leonard, Administrator, and Thomas H. 
Monahan, Assistant Regional Administrator (Phila- 
delphia) of the Washington Regional Office of the SEC 
and Joel M. Friedman, Attorney in Charge of the Phila- 
delphia Strike Force, U.S. Department of Justice, 
announced that on January 26, 1978, Martin H. Pollack 
of Philadelphia, Pennsy!vania, pleaded guilty to the 
second count of a two count information filed January 
6, 1978 charging him with filing false Federal Income 
Tax Returns for the years 1971-1972. During those 
years Pollack was employed as a securities salesman 
at Delphi Capital Corporation, a former Philadelphia 
stock brokerage firm. 


Polack specifically pleaded guilty to filing a false 
federal income tax return for the year 1972 by failing to 
report all his net gains from the sale or exchange of 
capital assets. 


No date has been set for the sentencing of Pollack. 


The information filed against Pollack was one of 
several criminal actions that resulted from an extensive 
investigation by staff members of the SEC, U.S. Postal 
Service and IRS under the direction of the Philadelphia 
Strike Force. 





Litigation Release No. 8308/February 28, 1978 


SEC v. EUGENE T. ICHINOSE, JR. 
Honolullu, Hawaii (CV 78-0048) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office of the Securities & Exchange Com- 
mission (“Commission”) announced that on February 
10, 1978, the Commission filed a complaint in the U.S. 
District Court of Hawaii seeking an injunctive order and 





certain ancillary for relief against Eugene T. Ichinose, 
Jr. (“Ichinose”) of Honolulu, Hawaii. Ichinose was the 
registered principal and branch manager of the 
Honolulu office of M. H. Deckard & Co., Inc. 
(“Deckard”), a broker-dealer based in California. The 
complaint charges that Ichinose violated Section 5 of 
the Securities Act of 1933 and Section 15(a) of the 
Securities Exchange Act of 1934. 


The complaint alleges that from April 15, 1976 through 
December 31, 1976, Ichinose, sold interests in Cal-Am 
limited partnerships, when no registration statement 
was in effect as to such securities. 


The complaint also alleges that since on or about 
January 1, 1970, Ichinose has been acting as an 
independent broker-dealer while not registered as a 
broker-dealer in accordance with Section 15(b) of the 
Exchange Act. Ichinose, while purportedly operating a 
branch office of Deckard was: (1) not subjected to any 
meaningful supervision by Deckard; (2) solely 
responsible for all operating expenses of the Hawaii 
office; (3) free to hire and fire employees and 
‘associated persons as he saw fit; (4) independently 
offering and selling securities without first obtaining 
approval from Deckard; and, (5) maintaining only 
minimal contact with Deckard. The complaint charged 
that Ichinose entered into independent arrangements 
with issuers for the offer and sale of securities to the 
public and offered and sold those securities without 
reporting the agreement or the offer and sale to the 
home office of Deckard. The complaint further alleges 
that Ichinose independently packaged and offered to 
the public various other securities without reporting to 
Deckard the preparation, offer and sale of these 
securities. 


Without admitting or denying the allegations, Ichinose 
consented to entry of an order enjoining him from 
violations of Section 5 of the Securities Act and 
Section 15(a) of the Exchange Act. In addition, the 
order requires Ichinose to appoint an independent 
director to oversee and be responsible for compliance 
with the securities laws by Ichinose and any broker- 
dealer which he controls. 


This action followed an investigation by a joint SEC- 
NASD task force. 


Litigation Release No. 8309/February 28, 1978 


UNITED STATES v. HAROLD L. ERICKSON AND 
FRANCIS M. WILSON 
(Eastern District of Wisconsin, Criminal No. 77 CR 159) 


William J. Mulligan, United States Attorney for the 
Eastern District of Wisconsin, and William D. 
Goldsberry, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, 
announced that on February 17, 1978 a Federal Cistrict 
Court Jury in Milwaukee, Wisconsin, following a four- 
week trial, convicted Harold L. Erickson and Francis M. 
Wilson on each count of an eight-count indictment. 


Erickson, former Chief Executive Officer of American 
City Bank & Trust Company, N.A. and former President 
and Chairman of the Board of American Bankshares 
Corporation, a Bank Holding Company, and Wilson, 
former Senior Vice-President of American City Bank, 
were each convicted of one count of conspiracy to file 
with the Commission a false 10K report for American 
Bankshares Corporation for 1973 and to make false 
entries on the books and records of American City 
Bank. In addition, they were convicted of aiding and 
abetting the filing of a false 10K report for American 
Bankshares Corporation for 1973 and on six separate 
counts of making false entries on the records of the 
American City Bank. 


Specifically, Erickson and Wilson were charged with 
causing American City in late 1973 to enter into a series 
of fraudulent securities transactions known as 
adjusted trades whereby American City Bank sold 
various U.S. government and agency securities at 
inflated prices to various banks and broker-dealers, 
and by pre-arrangement caused American City to 
purchase different U.S. Government securities or 
municipal bonds from those entities also at inflated 
prices. 


The Honorable John Reynolds, Chief Judge for the 
U.S. District for the Eastern District of Wisconsin has 
ordered a pre-sentencing investigation but has not set 
a date for sentencing of Erickson and Wilson. 


For additional information see Litigation Release 8126 
and Exchange Act Release 14187. 
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